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The Love of Our Fellow Man 


THE REAL 
By HARRY S. 


MEANING OF CHRISTMAS 
TRUMAN, President of the United States 


Delivered on the Occasion of the Lighting of the Christmas Tree on the White House Grounds at Washington, D. C. 
Broadcast from Independence, 


*Q each, to all, a Merry Christmas. Once more I 
have come out to Independence to celebrate Christmas 
with my family. We are back among old friends and 

neighbors around our own fireside. Christmas is the great 
epic of home. Our homecoming here on this Christmas Eve 
in familiar surroundings sanctified by family associations 
through the years memories of joys and sOTTOWS, of life 
and death—is typical of similar family gatherings all over 
the country. 

‘The memories of most of us go back to childhood when 
we think of Christmas. After all, the first Christmas had 
its beginning in the coming of a little Child. It remains a 
child’s day, a day of childhood love and of childhood mem- 
That feeling of love has clung to this day down all 
the centuries from the first Christmas. ‘There has clustered 
around Christmas day the feeling of warmth, of kindness, 
of love—the love of little children—the love 
for them—the love that was in the heart of the little Child 
Whose birthday it is. 

‘Through that child’s love, 


Ories. 


of innocence, 


there came to all mankind the 
Divine Father and a Blessed Mother so that the 
love of the Holy Family could be shared by the whole human 
family. ‘These are some of the thoughts that came to mind 

| gave the signal to light our national Christmas tree in 
the south grounds of the White House. 


love of a 


INN” 


Sitting here in my like other homes all 
| have been thinking about some families in 
other once happy lands. We must not forget that there are 
thousands and thousands of families homeless, hopeless, des- 
titute and torn with despair on this Christmas Eve. For 
them, as for the Holy Family on the first Christmas, there 
no room in the inn. Among these families, broken with 
of homelessness, are myriads of little children 
known what it was to have 


“No Room IN THE 


own home, so 


over America, 


Is 
the tragedy 
home or a 


W ho hav © never 


Missouri, 


December 24, 1949 


country that they or their parents of their brothers and sisters 
could call their own. 

Let us not on this Christmas, in our enjoyment of the 
abundance with which Providence has endowed us, forget 
those who, because of the cruelty of war, have no shelter— 
those multitudes for whom, in the phrase of historic irony, 
there is no room in the inn. 

In this blessed season, let not blind passion darken our 
counsels. We shall not solve a moral question by dodging 
it. We can scarcely hope to have a full Christmas if we turn 
a deaf ear to the suffering of even the least of Christ’s little 
svat IsaAlAH AND St. PAUL 

Since returning home, I have been reading again in our 
family Bible some of the passages which foretold this night. 
It was that grand old seer Isaiah who prophesied in the Old 
Testament the sublime event which found fulfillment almost 
two thousand years ago. Just as Isaiah foresaw the coming 
of Christ, so another battler for the Lord, St. Paul, summed 
up the prophets in a glorification of love which he exalts even 
above both faith and hope. 

We miss the spirit of Christmas if we consider the incar- 
nation as an indistinct and doubtful, far-off event unrelated 
to our present problems. We miss the purport of Christ’s 
birth if we do not accept it as a living link which joins us 
together in spirit as children of the ever-living and true 
God. In love alone—the love of God and the love of man 
—will be found the solution of all the ills which afflict the 
world today. Slowly, sometimes painfully, but always with 
increasing purpose, emerges the great message of Christian- 
ity; Only with. wisdom comes joy, and with greatness comes 
love. 

In the spirit of the Christ Child—as little children with 
joy in our hearts and peace in our souls—let us, as a nation, 
dedicate ourselves anew to the love of our fellow men. In 
such a dedication we shall find the message of the Child of 
Bethlehem, the real meaning of Christmas. 
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Holy Year Appeal 


INVITATION TO UNITY IN FIGHT ON MILITANT ATHEISM 
By POPE PIUS XII 
Christmas Message delivered on World Wide Broadcast, Vatican City, December 23, 1949 


[OrriciaAL ENGLISH TRANSLATION ] 


EVER before perhaps as on this vigil, which opens the 
happy event of the new Jubilee Year, has Our heart 
of Father and Pastor felt you so close and united to 

Us, beloved sons and daughters of the universe. 

We seem to see millions upon millions of the faithful and 
hear the thrill of their voices—and Our heart does not de- 
ceive Us—in union with Ours forming an immense chorus 
of fervent thanksgiving, eager longing and humble petition 
to the Father, Giver of every good gift, to the Son, Expiator 
of every wrong, to the Holy Ghost, Dispenser of every grace. 

Impelled by a profound desire to freedom of the spirit, 
drawn by the charm of heavenly goods, forgetful for a brief 
hour of the tribulations of earth, you turn to Us and all but 
repeat, in a good sense and with the right intention, the plea 
made long ago to the Redeemer (Mark 8, 11-12; Luke 11, 
16): “Give us a sign from Heaven.” 

Well then, “today you will know that the Lord will come, 
and at dawn you shall see His glory.”’ The sign you are 
waiting for shall be announced to you today; the sign, or 
rather the means of remission and sanctification, shall be 
given to you precisely tomorrow, at the moment when by 
Our hands the Mystic Door is to be removed once again, 
thus opening the entrance to the greatest temple of Christen- 
dom—symbol of the Redeemer Jesus, given to us through 
Mary in order that, incorporated in Him, we all may find 
salvation: ‘I am the door. By Me, if any man enter in, 
he shall be saved” (John 10, 9). 

From the entire Church of Christ, which has spread its 
members to every region of our planet, eves are fixed these 
days on Rome, on this Apostolic See, the perennial fountain 
of truth, salvation and benediction. 

We know what great hopes you have placed in this Holy 
Year. Staunch in our heart is the trust the Divine Provi- 
dence may deign to work in it and through it the marvels 
of His mercy for the human family. 

And We are supported by the hope that the Angel of the 
Lord may not encounter any obstacles on his journey, but 
rather find the ways made straight and hearts opened by 
that good will which draws Heaven towards earth. 


IMPORTANCE OF Hoty YEAR 


We Ourselves, to whom Divine Providence has reserved 
the privilege of proclaiming and granting it to the whole 
world, already foresee its importance for the coming half- 
century. 

It seems to Us that the Holy Year of 1950 must be de- 
cisive, especially for the longed-for religious renewal of the 
modern world, and that it must solve that spiritual crisis 
which oppresses the souls of our age. 

The rightful harmony between heavenly values and those 
of earth, between the Divine and the human, which is the 
office and duty of our generation, will be realized, or at 
least hastened, if the faithful of Christ remain firm in their 
resolves, continue steadfast in the work they have under- 
taken, and refuse to allow themselves to be seduced by vain 
Utopias or led astray by party interests and selfishness. 

It should be decisive as well for the future of the Church, 





engaged in an effort to render more pure and widespread 
the sanctity of its members, while exteriorly she strives to 
infuse and spread her spirit of justice and love even in civil 
institutions. 

Animated by these sentiments and hopes, deeply affected 
by the dignity of a tradition which goes back to the times 
of Our predecessor Boniface VIII, in opening the Holy Door 
with three strokes of a hammer, We shall be conscious of 
performing no mere traditional act, but a symbolic rite of 
high import not only for Christians but for the whole human 
race. 

We like to hope that this triple stroke may re-echo deep 
down in the souls of all those who have ears to hear (cfr. 


Matt. 11, 15). 


APPEAL FOR RETURN TO CHRIST 

Whether they are far away because of a careless and 
agnostic attitude towards the most important problem of life; 
or whether they say they are satisfied with a fictitious notion 
of the universe in which the necessary place is denied to the 
primary spiritual principle of what exists or can exist; or 
whether, intolerant of His indestructible presence and fool- 
ishly jealous of His supreme dominion, they declare ridicu- 
lous war against Him and attempt to suppress the witness 
that all creatures and even their own hearts give Him; all 
these people are enduring the pang of exile, supreme loneli- 
ness, the emptiness of a desert, to which they have condemned 
themselves by accepting atheism. 

For them there is only one remedy—return; a return to 
the deep and calm consideration of the reason of things, and 
by rising step by step along the scale of beings from effect 
to cause until the inquiring mind rests in tranquil repose; 
a return finally to the humility and docility befitting a 
creature. 

Then there will appear to their eyes and they will almost 
be able to feel in the unchallengeable testimony of His works, 
the God of the Living, Who is our Father, and that love 
which torments until it is possessed. 

ForESEES MIssioN SUCCESSES 

Our heart tells Us that this Holy Year will see many of 
these returns, as it will see multiple conversions to the 
Christian Faith of pagans in mission lands. It will be a com- 
fort to you to know that since the Jubilee of 1925 the num- 
ber of Catholics in those far-off countries has more than 
doubled. 

And in some districts of Africa the Visible Church has 
become the foundation of social life, thanks to the deep 
Christian influence exerted both in private and public life. 

But with the greatest grief of soul We cannot help think- 
ing of the grave dangers threatening or already afflicting 
religion and its institutions in other countries of Europe and 
Asia, like limitless China, where revolutionary upheavals in 
conditions that were already unstable have converted fields 
flourishing with life into cemeteries of death. 

May the Holy Year mark the return of the Redeemer 
Jesus Christ for souls allured by sinful attractions and living 
far from the Father’s house. 
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There are believers and Catholics whose spirit is weak, 
also, as the flesh makes them traitors to their rightful duties 
and forgetful of the real treasures, and who live in a con- 
tinual sequence of desertion and lapses. 

They are wrong if they think they possess the Christian 
life and are pleasing to God unless sanctifying grace dwells 
habitually in their souls. 

(Owing to easy compromises between earth and Heaven, 
time and eternity, matter and spirit, they are drawn into the 
danger of dying of misery and hunger, far away from Jesus 
Who does not admit among His followers those who want 
to serve two masters. 

For these wounded in spirit, lepers, paralytics, broken 
branches without the life-giving sap, may the Holy Year 
be a period of healing and amendment. The Angel of the 
pool of probation desires to renew for all of them the miracle 
of the healing waters; who will not wish to be bathed in 
them ? 

The venerable father of the Gospel story is waiting anx- 
iously on the threshold of the Holy Door for the contrite 
return of the prodigal son; who will wish to remain obstinate 
in the desert of this guilt? 


INVITATION TO UNITY 


Oh that this Holy Year could welcome also the great 
return to the one true Church, awaited over the centuries, 
of so many who, though believing in Jesus Christ, are for 
various reasons separated from her! 

With unspeakable groanings, the spirit that is in the hearts 
of good people today cries out imploringly the same prayer of 
Our Lord: that they may be one (ut unum sint) (Jn. 17, 11). 

With good reason men are anxious about the effrontery 
with which the united front of militant atheism advances; 
and the old question is now voiced aloud: Why are there 
still separations? Why are there still schisms? When will 
all the forces of the spirit and of love be harmoniously 
united ? 

If on other occasions an invitation to unity has been sent 
forth from this Apostolic See, on this occasion We repeat 
it more warmly and paternally; We feel that We are urged 
by the pleadings and prayers of numerous believers scattered 
over the whole earth, who, after suffering tragic and painful 
events, turn their eyes towards this Apostolic See as towards 
an anchor of salvation for the whole world. 

For all those who adore Christ—not excluding those who 
sincerely but vainly await His coming and adore Him, as 
the one promised by the prophets and still to come—do We 
open the Holy Door, and at the same time We extend a 
welcome from the heart of a father whose fatherhood in the 
inscrutable design of God has come to Us from Jesus the 
Redeemer. 

Finally may this Jubilee be the year of the great return of 
all mankind to the Divine Plan. 

Just as the modern world has tried to shake off the sweet 
yoke of God, so it has rejected along with it the order He 
established, and, with the self-same pride that moved the 
rebel angel at the beginning of creation, has pretended to 
set up another of his own choice. 


FAILURE OF HUMAN PLANS 


After about two centuries of sorry experience and devia- 
tion, those who are still sincere and honest admit that plans 
and impositions of this sort, which bear the name but lack 
the substance of order, have not produced their promised 
results and fail to satisfy the natural aspirations of man. 

This failure is evident at two levels: that of social and of 
international relations. 

In the social field the counterfeiting of God’s plan has 


gone to its very roots by deforming the Divine image of man. 

Instead of his real created nature, with origin and destiny 
in God, there has been substituted the false notion of a mar 
whose conscience is a law unto himself, who is his own legis 
lator brooking no control, who has no responsibility towards 
his fellows and society, with no destiny beyond the earth 
and no other purpose than the enjoyment of finite goods, 
with no rule of life except that of the fait accompli and the 
unbridled satisfaction of his desires. 

As an outgrowth of this, which came to wield increasing 
power over a long period of years because of its most varied 
applications in public and private life, was that narrowly 
individualistic order which today is in serious crisis almost 
everywhere. 

But the more recent innovators have provided no better 
results. Starting from the same mistaken premises and taking 
the downward path in another direction, they have led to 
no less disastrous consequences, including the complete over- 
throw of the Divine order, contempt for the dignity of the 
human person, the denial of the most sacred and funda- 
mental freedoms, the domination of a single class over the 
others, the enslavement of all persons and property in a 
totalitarian state and the legalization of violence and to mili- 
tant atheism. 

To those who support one or other of these social systems, 
both of which are foreign and opposed to the Divine plan, 
may there be a persuasive ring in the invitation to return to 
natural and Christian principles on which is based effective 
justice with respect for legitimate freedoms; may the recog- 
nition of the fact that all men are equal as regards the 
inviolability of personal rights put an end to the futile 
struggle which provokes hatred of brother for brother. 


SYMPATHY FOR THE OPPRESSED 


But besides these desires, which go to make up the con- 
stant solicitude of Our Apostolic Office, We address words 
of fatherly exhortation to those who place all their hope in 
the premises of a doctrine and of leaders who explicitly pro- 
fess materialism and atheism. 

To the lowly and oppressed We say: no matter how sad 
your lot in life may be, even though you have a perfect right 
to claim justice for yourselves, and others have the duty of 
according you that right, remember that you possess an im- 
mortal soul and a destiny beyond all this world can give. 

Do not allow yourselves to exchange heavenly and ever- 
lasting goods for those that are perishable and fleeting, 
especially in this age when upright and beneficient institu- 
tions are lending a more sympathetic ear to your cry, and, 
understanding your plight, are resolved to guide you along 
the ways of justice. 

You often place your faith and trust in men who are as 
positive in promising to solve all your problems as they are 
incapable of effecting the facile solutions which they hold 
out so dazzlingly before your eyes—indeed, some of these 
problems do not admit of any easy solution owing to the 
very limitations of human nature. 

Reserve, then, this faith and trust in the first place for the 
promises of God, Who does not deceive. 

You are rightly solicitous for your daily bread and a 
suitable home which are indispensable for your maintenance 
and that of your families: see that this solicitude is not in 
conflict with your heavely destiny. Let it not make you for- 
getful or neglectful of your soul and of the imperishable 
treasures which God has entrusted to you in the souls of 
your children. 

"Let it not obscure the vision or hinder the gaining of those 
eternal goods which will constitute your everlasting happi- 
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ness and which become a reality in the supreme good for 
which we are created: our happiness in God. 

Only a society illuminated by the dictates of faith, re- 
spectful of the rights of God, certain of the account which 
responsible leaders will have to render to the Supreme Judge 
in the depths of their conscience and in the presence of the 
living and the dead—only such a society will be able to 
interpret correctly your needs and just aspirations to defend 
and fight for your rights, to guide you with wisdom in the 
fulfilment of your duties in accordance with the hierarchy 
of values and the harmony of domestic and civil life that 
nature has established. 

Do not forget that without God material prosperity is for 
those who do not possess it a tormenting wound, while for 
those who do, it proves a death trap. 

Without God intellectual and aesthetic culture is as a 
river cut off from its source and its outlet; it becomes a 
quagmire filled with sand and. mud. 


Expects RETURN TO Gop’s PLAN 


We expect from the Holy Year, finally, the return of in- 
ternational society to the plan mapped out by God. Ac- 
cording to this plan all peoples—in peace and not in war, 
in collaboration and not in isolation, in justice and not in 
national selfishness—are meant to make up a great human 
family bent on the advancement of common interest, through 
mutual aid and a fair distribution of this world’s goods 
which are a treasure entrusted to men by God. 

Beloved sons, if ever there was an occasion which seemed 
propitious for exhorting the rulers of people to thoughts of 
peace, that of the Holy Year seems to Us most propitious 
of all. It is, and is intended to be, an urgent appeal and at 
the same time a contribution to the brotherhood of nations. 

Here in Rome, the Mother of Peoples, there will meet 
together innumerable groups of pilgrims of different races, 
nations, languages, customs and character. And within these 
very walls they will live together, they will meet on the 
same streets, lodge in the same hotels, take part in the same 
rites, quench their thirst at the same spiritual fountains, en- 
joy the same consolations. 

There will be among them those who were commanded 
to deal out death and those who suffered its terrible effects, 
the invader and the conquered; the keeper of the barbed- 
wire prison-camp and the prisoner who endured its cruel 
confinement. 

Have we not, then, reason to believe that these thousands 
and thousands of our devoted sons and daughters will be- 
come the faithful vanguard in the crusade for peace, and 
that with Our blessing they will bring home with them the 
meaning and the power of the peace of Christ, to win new 
recruits for so holy a cause? 

God forbid that the “Truce of God,” the augury and the 
inspiration of peaceful counsels, should be disturbed or vio- 
lated by reckless schemes, not only on the part of nations, 
but of different groups within the same country. 

Such a sacrilegious hand could call down upon itself the 
just anger of God and would incur the most certain con- 
demnation of all mankind. 


A WELCOME AssURED 


We expect, then, a great homecoming during this year of 
extraordinary grace; great because of the number of chil- 
dren for whom We reserve a most affectionate welcome; 
great because of the distance some of them will have to 
come, great because of the immensely beneficial results that 
will derive from it without fail. 

May all Our sons and all men of good-will lovingly un- 
dertake not to disappoint the hopes of the Common Father, 








who holds up his hand to Heaven in prayer that the new 
outpouring of divine mercy upon the world may surpass all 
expectation. 

Because of this meeting of compassionate and gentle love 
which will spread its flame from Rome all over the world, 
every return to God, to Jesus Christ, to the Church and to 
the Divine Plan, will be sealed by the loving-embrace of the 
Father of Mercies, Who pardons the every fault and remits 
the every punishment of him who loves. 

Jesus has revealed to us the real countenance of God, 
portraying it in the father who welcomes, embraces, for- 
gives the prodigal son who returns heart-broken but with 
confidence to the home he had foolishly left. 

If the Jubilee is a time of extraordinary return for men, 
it will be for God an occasion for more generous and lov- 
ing pardon, 

And who does not stand in need of God's foregiveness ? 
Although the Lord is ready to pardon, He does not dispense 
the sinner from the necessity of sincere repentance and due 
expiation. 

A TIME oF REPENTANCE 


Let the Holy Year, then, be chiefly a year of repentance 
and expiation. Interior and voluntary repentance together 
with expiation are the indispensable prerequisites of every 
human renovation. They signify a halt in the downward 
course; they express an acknowledgment of one’s own sins, 
they manifest the sincerity of one’s good will. 

The value of voluntary expiation is enhanced when it is 
collective, and offered in union with the Chief Expiator of 
the sin of men, Jesus Christ Our Redeemer. 

During this Holy Year which recalls the expiation of 
Calvary, expiate, beloved sons, your own sins and those of 
others; bury all the past in sincere repentance, persuaded 
that if the present generation has been so grievously stricken 
by chastisements fashioned by its own hands, it is because 
it has sinned with great deliberation and wantonness. 

There passes before Our eyes, as in mournful procession, 
the sad countenance of orphans, of widows, of mothers who 
await the home-coming of one who perhaps will never come 
back to them, of those who are being persecuted for justice 
and religion, of the prisoners, of the refugees, of those who 
are enduring forced exile, of those in jail, of the unemployed, 
the oppressed, the physical and mental sufferers, of the vic- 
tims of every form of injustice. 

So many tears bedew the face of the earth, so much blood 
empurples it! These are indeed an expiation in themselves 
and often for faults of others, still they call in their turn 
for further expiation, so that guilt may be wiped out and 
the smile of you restored. 

Who will want to separate himself from this world of 
expiation, which has for its head the Divine Crucified in 
person and embraces the entire Church Militant ? 


CouUNSELS PARDON 


With such generous promises on the part of God, never 
perhaps was a Holy Year better suited to counsel gentle- 
ness, indulgence and pardon between man and man. 

When, in recent times, taking their rise from an unfor- 
tunate war or political upheavals, waves of reprisals were 
unleashed, unequaled in history at least for the number of 
their victims, Our heart was pierced with bitter grief, not 
only because of the misfortune that bred other misfortunes 
and hurled into the fray thousands of families who were 
often innocent, but because with utter sadness We saw here 
the tragic evidence of apostasy from the spirit of Christ. 

Whoever would be a sincere Christian must know how 
to forgive. “Thou wicked servant”’—is the rebuke of the 
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(jospel parable (Matt. 18, 32)—‘was it not thy duty to 
have mercy on thy fellow-servant, as I had on thee?” 

When reasonable motives are present, charity and mercy 
do not run counter to one’s duty to administer justice aright. 
But imprudent intolerance and the spirit of reprisal most 
certainly do, especially when vengeance is taken by public 
authority against one who has erred rather than sinned, or 
when a punishment deservedly inflicted is prolonged beyond 
all reasonable limits. 

May the Lord inspire all who are in positions of public 
responsibility with thoughts of reconciliation and concord, 
and without prejudice to common good let an end be put 
to the last remnant of those extraordinary laws which have 
nothing to do with common crimes deserving just punish- 
ment, and which, long years after the cessation of hostilities, 

ise in so many families and individuals a feeling of ex- 
isperation against the society in which they are made to 
sufter. 

Hence, in the name of Jesus Christ, Who has given to 
men an example by offering Himself in sacrifice even for 
His executioners, We implore governments, especially Chris- 
tian yovernments, to exercise generously their right of 
pardon, and put into effect, on an occasion so solemn and 
as the Holy Year, that mitigation of punitive 
justice provided for in the laws of all countries. 

‘The religion and piety which (as We hope) will inspire 
such acts of clemency, so far from weakening the force of 
law or lessening respect for it in the minds of the citizens, 
a strong motive for its beneficiaries when they re- 
their coveted liberty or have their term of sentence 
shortened, to improve their lives and repair, if necessary. 
the past by 


propitious 


will be 
suime 

a sincere and lasting conversion as a mark of 
their good faith. 

We, and along with Us the hearts of so many afflicted 
relatives, ask this consolation; for the happiness of his sons 
is the joy of the father. 

Here we express publicly Our sincere gratitude to those 
governments which have in various degrees given favorable 
consideration to Our wish or have left Us with some hope 
of obtaining its fulfillment. 


INVITATION TO PILGRIMS 


“Securus iam carpe viam’’—Set out upon your journey 


without tear. 
Beloved sons, We have revealed to you the sentiments of 
Our heart on the vigil of the opening of the Holy Door; 


you can read there Our purposes, Our hopes, and Our 
prayers. 

Accept Our invitation to your Father’s house. From far 
and near, from every continent and region, from every 
country and by every route, crossing the oceans or flying 
through the air, come here on your journey without fear, 
whoever you may be that comes a pilgrim from the western 
shores to venerate the heights of Peter. 

You, who long years ago left your hearth and home and 
grew accustomed to the hardships of long journeys with the 
armies at war or with the throngs of refugees, emigrants 
or displaced persons, take to the road again, but this time 
in joy like a peaceful legion praying and doing penance on 
your way to the common fatherland of Christians. 

“Roma mihi patria’—Rome my fatherland. 

For without privilege of race or class, Rome is the father- 
land of all; every Christian can and should say: “Rome is 
my fatherland.” 

Here God's supernatural Providence over souls is more 
particularly in evidence; here the Saints acquired the norm 
and inspiration of their heroism; this land of benedictions 
knew the triumphs of the martyrs and was the training 
ground of dauntless confessors. 

Here is the immovable Rock to which your hopes are 
anchored; it is the site and ancient “Tropeaeum” of the 
glorious tomb of the Prince of the Apostles on which rests 
the chair of a perennial authority of the Vicar of Christ. 

In the magnificence of the basilicas, in the beauty of the 
solemn liturgy, in the twilight of the ancient Christian 
cemeteries close by the major relics of the Saints, you will 
breathe in the air of sanctity of peace and universality which 
will serve to give to your life a profound Christian renewal. 

And you, beloved sons of Rome, nearest to Us and more 
immediately united to Us by the bonds of Our pastoral 
ministry, who frequently during the past ten years have 
given Us no uncertain proofs of your filial attachment, you 
will be second to none in bringing your lives and conduct 
into harmony with the lofty aims of the Holy Year. 

It is for you to show a special charity in welcoming your 
brethren from distant lands, to give an example of courtesy 
and sincere practice of your religious duties. 

May the almighty and merciful God grant these Our 
wishes and in token of the generous mercies of Heaven may 
there descend upon you who are listening, upon all men of 
good will, upon those whose return We wait, Our Apostolic 
Benediction. 


Let’s Appreciate Our Heritage 


NO OTHER LAND OFFERS THE FREEDOMS, LIBERTIES AND OPPORTUNITIES 
By CAPTAIN EDDIE RICKENBACKER, President and General Manager Eastern Air Lines, Inc. 
Deitwered before Laymen’s League of All Soul's Church, Washington, D. C., November 3rd, 1949 


AM grateful for the privilege and the opportunity to 
join with you this evening. All of us—tonight, tomor- 
row and every day and night till the candles of our lives 

burn think—will always remember this opportunity 
and the lessons we can learn. 
loo many otf us are prone to forget, too many of us fail 
to remember, all that we know. One of human nature's 
-and | repeat—is that too many of us 
do not remember all that we know. 

And | hope that tonight will kindle in the hearts of you 
members of the Laymen’s League—and reinspire those not 


low l 


greatest weaknesses 


present with the spirit which will bring back to you and 
your memory many of the things you have forgotten—will 
bring back the opportunity to remember more of what 
you know, more of what you have been able to remember 
in the past. 

All of the things that we have been taught in a great 
measure have been known and repeated often to all of us, 
from childhood on, and yet we continue to fail to remember 
all that we know, which imposes a terrible penalty on us 
individually, as well as our families, our friends, and our 
country, no matter what color or creed. 
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Surely, men, in my humble way I hope tonight to be able 
to rekindle in your memories many of the things that you 
have forgotten, many of the things which you fail to remem- 
ber that you know. 

And if I can, in my humble way, contribute some of 
these few simple things, I will have served my purpose 
well in coming here. 

I say “try” because, after all, it is exactly that. I must 
try, as you must fry, and continue to try, and repeat the 
effort no matter how long you live. For we are living in 
trying times, and in trying periods, not only for the welfare 
of this land of ours but for the welfare of the peoples of 
the world at large. 

We have been blessed in the short period of 160 years 
with acquiring a world leadership that the peoples of the 
world respect and, I hope, will try to emulate and equal. 
But with that leadership goes a terrible obligation, an obli- 
gation that must be in the heart of every man, woman and 
child in this land of ours. 

We have forgotten—yes, we fail to remember all that 
we know, and in so doing we fail to teach and repeat the 
teachings to the younger generation to whom we must hand 
the torch of liberty in the not too distant future. 

I say that because the destinies of this great land of ours, 
its liberties and opportunities, are challenged by ideologies 
that are foreign to our Christian beliefs—as foreign as day 
and night can be apart. 

Those who have devoted themselves to trying to under- 
stand what has taken place in the past 35 or 40 years to 
the spirit of America understand what I am talking about. 
Frankly, we have been too successful for our own good. 

Too many of us have believed that we alone are respon- 
sible for the welfare of this land, that we alone have made 
it the greatest nation in the world. Frankly, I say to you that 
we had nothing to do with it. 

We simply took advantage of God’s gifts—nature’s gifts 
—and capitalized them, but have failed to appreciate the 
fruits of our efforts—have failed to the degree that America 
has lost much of its spirit in the hearts of its people within 
the boundaries of our land. 

And I know of no greater hazard to that leadership than 
to continue on the path that we have been following in the 
past decade or two. Because if we intend to remain the 
leader we can only remain so by being strong—spiritually 
and physically. 

God has bestowed that privilege and opportunity on us, 
if only we will be grateful to the degree that we accept 
them as an obligation and responsibility to perpetuate, so 
that generations to come may have and enjoy the liberties, 
freedoms and privileges that you and I have enjoyed in our 
lifetime. 

Surely, if we think back, if we study a little of our his- 
tory, if we recognize what our forefathers have handed 
down to us, we will be eternally grateful as I have been. 

I think, as I have said so often in recent years, that I can 
speak with some authority on the subject of citizenship and 
the obligation that goes with it, because I am a first-genera- 
tion American. Many of you, probably, are too. 

My parents migrated from Switzerland, and came to this 
land to get away from the miseries and tyranny that existed 
there—came here to enjoy the freedoms, liberties and laws 
of this land. They taught me, and six other members of 
our family to enjoy and appreciate the freedoms of this 
country. 

They taught us how to work. They taught us that we 
could never expect something for nothing, nor more for 
less. They taught us to be frugal, and taught us, above all, 
to love America. 





And I say to you frankly, gentlemen, there is nothing in 
the world, nothing that 1 love more—not even life—that 
compares with my love for America. 

No worldy goods that you may own, or any or all of 
you may own, can compare to that love, because where is 
there another land in the world where a young man can 
come from the wrong side of the railroad track, as I did, 
and as, no doubt, many of you have, and graduate into a 
relative position of leadership and affluence because of the 
very freedoms, liberties, and opportunities, that this land 
offers. Where is there another land? ‘There is none! 

Let us therefore never forget to be grateful! Let us recog- 
nize that the men and women who migrated to this country 
and pioneered, came here for the freedom of speech, for the 
freedom of religion, and for every other fundamental free- 
dom involved, for which they craved. 

They hewed and cut a great nation out of the wilderness. 
They had no automobiles nor radios. They had no tech- 
nocracies nor great industries. But they used their hands 
and coordinated them with their heads. 

Surely that meant nothing more than hard work. ‘There 
weren't any eight hour days. There weren't any five day 
weeks—no seven nor eight holidays a year. Every day was 
a holiday to them—but a working day! ! 

They were brilliant! They had to be brilliant because 
they left to the world two of the greatest instruments that 
God ever let man create. And I specifically think in terms 
of the Constitution of this great land of ours and the Declara- 
tion of Independence that have withstood the onslaughts of 
dictators and peoples who would destroy them if they only 
could. 

Yes, they believed in the Freedom of Worship. They 
were Christians at heart—something you and I have lost 
to a great degree through the capitalization of the opportuni- 
ties that they helped to give to us and handed down to us. 
We have been selfish to the degree that we felt we needed 
more, and more, and more of the material things of life, 
and forgot the need for more and more and more of the 
spiritual life—simple Christianity. 

Frankly, the only religion I know fundamentally is the 
Golden Rule, and that was taught to me at my mother’s 
knee when I was a child. I am no religious fanatic, but I 
endeavor to prove my Christianity, or to prove my faith 
in God, the Power Above, as all of us should, every hour 
that I am awake of every day. 

And, before retiring at night, I never fail to utter the 
simple prayers that I learned at my mother’s knee. Some- 
times it is on my knees, sometimes it is not, because there 
have been times when I could not get on my knees—it just 
wasn’t possible. 

I think, again, I can speak with some authority because 
few men, if any, of this generation, have cheated the old 
Grim Reaper as often as I have in the past forty years. 

And it isn’t because of any super knowledge or super 
ability on my part, but it was because of my great faith 
in the Power Above, and the desire to contribute something 
to this land of mine and to its people for what our country 
and they have given me. 

Yes, I do have great faith in that Power Above because 
if there wasn’t a Power Above beyond humble mankind, I 
wouldn’t be here tonight, as it is a very simple thing to die. 
Probably one of the simplest, and I might say, sweetest 
sensations that you will ever enjoy. 

You wonder how I know. I have been on death’s doorstep 
many times. I know the serenity and the sweetness that 
zoes with passing from this world to another. I have always 
fought when I recognized that sweetness and simple placid- 
ness coming over me—fought with all the strength of mind, 
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body and heart, with an undying faith in that Power Above 
I wanted to live. 5 

Ir is so simple to die, and so hard to live. Those of you 
who haven't had the experience, | hope if you ever do arrive 
on death’s doorstep you will realize that is the time to fight, 

you believe your work has not been finished, and 
have not paid back what you owe. 
it for life as I have on many occasions, and with the 
help of Gsod come back to continue to try to accomplish 
something that is worth while and to leave something with 
your fellow men before that final day of judgment does 
arrive. 

If you can understand that, and are willing to feel it to 
the extent that I have in my lifetime, America will always 
be strong—America will never flinch—because you will pass 
that spirit on to the generation of boys and girls whom you 
are raising, and will make the kind of Americans out of them 
which your forefathers made out of you. 

I cannot understand, and I don’t believe that I ever will 
understand, how people—men and women—can come to this 
land of ours, to our shores, and enjoy the citizenship we offer 
—come to get away from the slavery, serfdom and tyranny 
of their homeland, and then capitalize on our opportunities, 
grow into a degree of affluence and even leadership, and then 
deliberately turn around and stab this land and its laws 
and liberties in the back in the dark of the night. I cannot 
and I hope I never will, understand it. 

I say to you, though, that it is happening in every part 
of the United States beyond the degree that any of you can 
possibly conceive. Not only is it being originated and spon- 
sored by so-called foreigners who came here from other 
lands, but they are selling their philosophies to many weak 
Americans, and particularly to many of our younger Ameri- 
cans. 

They are called fellow-travelers. I call them tumble- 
weed thinkers. Tumbleweed thinkers, who remind me of a 
tumbleweed rolling across the desert and sands of this land, 
never knowing where, or why, or when. And if you analyze 
it, as | have tried to do, it comes back to us, to you and me, 
the parents, as far as the younger generation is concerned. 

We have failed in our obligation to inspire and instill in 
our children the love of this land that they should have, 
or that we should have to start with, and if we did have it, 
we could not help but transplant it in them so that they, too, 
could Carry on. 

it is vou and I, the men and women of this land, who 
make the spirit of America. America is not a land between 
two oceans, nor between two foreign countries. America 
is not a land of twenty-five million automobiles. America 
is not a land of millions of radios, or other material things 
that help to make our daily lives easier. 

America is the spirit of man, the spirit that is in your 
heart and mine, and that spirit must be expanded. It must 
be rekindled, not only in ourselves of our generation but, 
further, it must be implanted in the younger generation, or 
America must go the way every other land in the world and 
its peoples have gone. 

We, today, are in the midst of one of the greatest inter- 
national gambles that this country has ever taken, commonly 
known as the “Marshall Plan.” We have heard that it is 
going to cost twenty billions of dollars of your money and 
mine. 

I sav to vou, frankly, that the Marshall Plan, and the 
North Atlantic Security Pact, plus the rearming of America, 
will run into two hundred billions of dollars before we are 
through, because there will be a Marshall Plan of the Orient, 
of the East and Middle East, and before we get through, 
there will be one of South America. 
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America can continue to give, and I am in favor of giving, 
to those who are deserving, providing we can afford to give, 
but we cannot go on indefinitely depleting our resources 
and failing to replace them, because of our failure to pro- 
duce, without paying a horrible penalty for it sooner or 
later. 

I am heartily in favor of, and in accord with, giving 
that which we do not need. However, I am fundamentally 
opposed to destroying the very foundation of this land in 
order to build up the balance of the world because it cannot 
be done. Even if you gave everything you owned down to 
the shirts on your back, you could not raise the standard 
of their living to the level of our country, which we know 
and enjoy so much. You couldn’t even raise it 10%. 

But, continue on the path we are going without judg- 
ment, dissipating our resources, destroying fundamentally 
the values of this land, and we will be down to the level 
of the other peoples of the world—in one generation. It 
doesn’t take long. Let us not forget: that. 

If we don’t remember all that we know—never lose track 
of that basic fact that we don’t remember all that we know 
—we can remember more than we have and do, and in so 
doing we will re-establish and rekindle the spirit to the 
degree that America will rebuild itself — spiritually and 
physically. 

Then we will be strong again, and there is no greater 
weapon in the world than the moral force that goes with 
the strength and spirit of Christianity. I reiterate—there is 
nothing that can equal Christianity! 

But not until we have regained that, will we be emulated 
by other nations, the same as we ask our children to emulate 
some great leader—someone who has accomplished great 
things, because the rest of the peoples of the world are more 
or less the same as children. 

I say that if we can, and I pray to God that we can, 
preserve the peace of the world with the expenditure of 
two hundred billions of dollars, it will be cheap, because 
it will save millions of lives and it will save the spirit of 
America, 

Because if we ever enter another war, known as World 
War III, America, as we know it, is gone forever. The 
American way of life is gone forever, because no one can 
win World War III physically, morally, or financially. 

To win, physically, it will take a super-dictatorship beyond 
anything that this world has known to date, including the 
dictatorship of Russia. Men, women and children will be 
drafted, capital will be drafted, the worldly goods that you 
and I own will be commandeered and drafted. They will 
have to be to win that war physically. 

Once under that dictatorship you will never get out from 
under it, with one exception, and that is a horrible revolu- 
tion on the part of the people to overthrow tyranny and the 
slavery and serfdom which have been imposed upon them by 
that frightful dictatorship—that, you don’t want, and I 
don’t want. 

And it will be simple to prevent, providing we can get 
the spirit of America back into the hearts of every man and 
woman who claims citizenship in this land of ours, no matter 
what color or creed. 

If that can be jelled and solidified, America will always 
be strong enough, morally and physically, to withstand any 
type of attack that may be made. And, surely, with that 
strength no dictator, nor combination of dictators, anywhere 
in the world will ever dare attack us physically. 

Let us go back to those simple fundamentals that we all 
learned in our childhood at our mother’s knee—that you 
cannot get something for nothing for very long, and not to 
want more for less. 
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Let us remember the immigrants who came to this land 
in years gone by. They came to give, not to take. We need 
more of that in ourselves. We need more of those kind of 
immigrants. 

You can’t find any of these so-called Communistic ele- 
ments or fellow-travelers wanting to migrate to their home- 
land, or fatherland as they call it, including Russia, but 
there are literally millions, untold millions, who would give 
their very hearts and souls to come here and get the things 
that you have—the citizenship of this land—and they would 
live up to the obligations and the responsibilities if given 
half a chance. We belittle them. We have forgotten. 

We don’t remember all we know, and therefore we are 
destroying or helping to destroy that spirit which has made 
America the greatest land in the world. If that trend is 
not reversed, it will eventually destroy this land, as other 
lands have been destroyed. 

It is the responsibility and obligation of every one of us, 
individually and collectively, as members of such a group as 
this or in a community like this, to prevent it. You have 
such groups in.every community in this land. 

Surely you won’t confess or admit that there isn’t sufficient 
spiritual strength in this group, in this Hall, or Temple, to go 
out and influence untold thousands of others in your com- 
munity—your neighbors, no matter what their color or 
creed—to inspire them to become good Americans again? 

That holds true all over this land. Your leadership must 
be just as great, just as spiritual, and mentally strong and 
physically strong, as that of any great corporation or any 
government should be, because you are a great body, made 
up of a lot of men and women. 

It takes sincere leadership that is honest within itself and, 
if it is, it cannot help but inspire the sincerity of purpose 
within the members of its family. 

Let us bear in mind that we must have leaders in our 
community, leaders in our State, leaders in our National 
Government, who have the interest of you and me, the 
people, and the welfare of the land, as well as the welfare 
of the generations of the future at heart, instead of “What 
can I get out of it today—to hell with tomorrow!” 





Too many of us want security in this life of ours without 
being willing to work for it. Security from what and for 
what? It is the most abused word in the English dictionary 
today. 

There are three places that I know of where absolute 
security can be had—a roof over your head—a suit of clothes 
on your back—and three meals a day. First, behind prison 
bars; second, within the walls of an insane asylum; third, 
in a poor house. But who would give up their liberties, 
freedoms and opportunities for that kind of security? I, 
for one, never will. 

There is another word in the English dictionary which 
to me is one of the most important. It is the word “failure” 
and one of our greatest privileges in this land of ours is to be 
able to fail because with it goes the opportunity to succeed. 

No other place in the world—Russia, the satellite coun- 
tries, England, and many others—can you find an oppor- 
tunity to fail because the opportunity to succeed does not 
exist. Here you may fai! and try again because of the oppor- 
tunities to succeed, which exist nowhere in the world in the 
same proportion as they do in this land of ours. 

If we are blessed with the common, simple, intelligence 
of understanding, it is our duty to try and spread that fact, 
spread it because no matter how hard you may work at your 
particular profession, or your particular industry, or at your 
particular job, you still have an obligation to work a little 
harder and to find the time to do the things I am talking 
about because, if you don’t, you won’t have the opportunity 
to continue doing what you think you can only afford to do. 

Now I have talked a long time, Laymen, but I trust you 
will take to heart and think seriously about the things I 
have said. I pray to God every night of my life to be given 
the strength and power to continue my efforts to inspire 
in others the interest, the obligations, and the responsibilities 
that we owe to this land for the sake of future generations— 
for my boys—for your boys and girls—so that we can always 
look back when the candle of life burns low and say: 
“Thank God I have contributed my best to the land that 
contributed so much to me.” 


Government Reforms Vital to Security 


REMOVING OBSTACLES TO ECONOMY AND TO COMPETENCE IN GOVERNMENT 
By HERBERT HOOVER, Former President of the United States 


Delivered before the Washington Conference of the Citizens Committee 
on the Hoover Reports, Washington, D. C., December 12, 1949 


IX months have passed since our Commission finished 
its reports to the Congress on economies and improve- 
ments in the Executive Branch. In the meantime, 

these recommendations have had a magnificent support by 
the press and the public. Added to this is the astonishing 
growth of your Committee of Citizens under the admirable 
leadership of President Johnson of Temple University. 

This has become a crusade for the intelligent reduction 
of the expense of government. It is a crusade to clear the 
track for competency. It is a non-partisan crusade. It is a 
job for citizenship rather than partisanship. The Commis- 
sion itself represented both political parties. Its work is 
supported by President Truman and by the leaders from 
both sides in Congress. Your Citizens Committee embraces 
our two living and wise former Vice Presidents and five 
former Cabinet officers from both the Democratic and Re- 


publican side. You include educators, writers, editors, pub- 
lishers, labor and farm leaders. You come from every state 
and Congressional district. You are a mighty host and you 
are in dead earnest. . 

It was not the field of our Commission to discuss the 
merit or demerit of governmental policies. Whatever those 
functions may be, our purpose is to make them work more 
economically, more efficiently, and with better service in their 
contacts with the people. 


Procress MApE 


You can have confidence that you are succeeding. 

The last session of Congress adopted several important 
recommendations of the Commission and of the President. 
These measures have already secured large savings. In the 
Defense Department alone they will soon be at the rate of 
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about $1 billion a year, and Secretary Johnson believes they 
will amount to fully $2 billion without impairing national 

And other measures have been enacted into law. 
lready clearing the tracks for competence in govern- 


defense. 
We are 

mainiss 
| am going to make some suggestions as to what we should 
undertake next. But first, | want to tell you four reasons 
rusade of ours has wider implications than specific 


First 


kiscAL AND ECONOMIC SURVIVAL 


e first implication relates to our fiscal and economic 


IJuriny these last six months, the financial situation of our 


Government has still more difhcult. Federal ex- 
e of over $43 billions and a deficit of over $5 bil- 
announced for the present fiscal year. 
much greater for the next fiscal year. 
turning two Frankensteins loose in the land. ‘Their terri- 
ire “Higher “Taxes” and ‘“Inflation.”” We are 
rested here in combating them. 

When you listen to 


become 
pend tur 
ns are 


1 
Hon 


1 believe it 
may be We may be 


ivinyg name 


“billions” over the radio, you no 
doubt try to size them up in terms of your church contribu- 
tion’. | might remark that the decimal point leads a restless 
uneasy life in the Federal Government. 


and ‘Those groups 
of three ciphers which are separated by commas are moving 
eadily to the left. 

(jovernment spending and taxes must be related to in- 
creased per capita production. ‘Therein lies the key of in- 
creasing new enterprise, increasing real wages to our work- 
ers, increasing real income to our farmers and an increasing 
ability to give security to our youth and our aged. Govern- 
ment a powerful element in this progress. “The method 
and amount of taxes can seriously affect productivity. 

(ur economists seem to agree that taxation beyond 25 
per cent of our national income will bring disaster. Possibly 
your lite has been brightened by some economists who dis- 
miss the Federal expenditures as amounting to only 20 per 

the national On that subject, if 

up the actual and prospective annual expenditures 

lederal Government and the local governments, and 

if vou truly compute the national income, you will find this 

warning red light no longer shines with an intensity of only 

‘This 

more than 30 per cent ot the national income. It 

a combustion of your savings and your possible standards 
living. 


income, anvway. 


20 per cent but with considerably over 30 per cent. 


i! tal 


remarked that 
meet, 


Some one about the time we think we can 
make moves the ends. Despite this, 
vou should not be discouraged in the work we have under- 
taken. Whatever we can accomplish helps confine the two 
by l ke nsteins. 


somebody 


ends 


And we can ask our people to think it over. 


AY: C0 nd 


EpUCATION IN Goop GiOVERNMENT 


cond. another of the wider implications of this crusade 

product in public understanding. Millions of Ameri- 

ople are receiving a lesson in the fundamentals and 

I, of good government. We are making some of the 
economy-minded,. 

One ot our results has been the setting up of Reorganiza- 
tion Commissions in 20 states and 10 municipalities for a 
treatment similar to that of our Commission. We are thus 
clearing other tracks of obstacles to competence in govern- 
ment. 


Third 
RESERVATION OF THE AMERICAN XPERIMENT 


‘Third, in a larger sense, this is a crusade to make democ- 
racy work. ‘There is today much apprehension lest the 
American experiment will fail. We have need to re-establish 
faith that the whole of the preamble to the Declaration of 
Independence and the Gettysburg Address are still related 
to government. If the Republic is not to be overwhelmed, 
the people must have such methods and systems as will en- 
able good officials to give them good government. 

Success in our crusade will help bring faith instead of 
cynicism and disillusionment. 


Fourth 
HELPING tN THE CoLpD War 


Fourth, success in our crusade to reduce cost of government 
is a necessary condition to winning the cold war. We are 
fighting this war at frightful cost. “The way to win that war 
is to reduce our wastes, give competence a chance, and defer 
some government ventures. By these reforms and these self- 
denials, we can help disappoint Mr. Stalin. 


A PROGRAM FOR ACTION 


The question before us now is how to further these re- 
forms. Somebody said that wisdom consists not so much in 
knowing what to do with the ultimate as in knowing what to 
do next. 

Obviously many of these reforms require legislation. Our 
Congressional leaders requested the Commission staff to draft 
this legislation. “The Budget Bureau is cooperating. Congress 
is a busy institution, and we cannot expect it to do every- 
thing all at once. It has the responsibility to inquire into 
these proposals, and it has the intricate job of putting them 
into law as far as they meet with its approval. 

llaving regard for the burdens of our Congress, it would 
be well to concentrate on some of the most urgent of these 
reforms. Some may differ on what this list should be. My 
own belief is that the following are in the most urgent 
category: 

1. Reorganization of Civil Service—the personnel prob- 
lem. 

Reorganization of Budgeting and Accounting. 
Reorganization of the Post Office. 
Unification of the Federal hospital services. 

. Unification of water conservation services. 

. Unification of agricultural land services. 
Unification of transportation services. 

8. Relief for the President of the United States. 

This is not the whole program but it would do to go on 
with. 

I believe that $2 billion of savings and more efficient serv- 
ice to the public is to be had in these areas alone. 

The reports of the Commission are filled with facts in 
support of these eight reforms. I shall only mention them 
briefly here. , 


THE Civit SERVICE 


Above all things, if we are to have economy and service 
to the people, the country must have a skilled, non-political 
Civil Service. And one which will attract and hold the best 
in the land. 

At present Red Tape himself dwells in the Civil Service 
of 2,200,000 employees. The result is an accumulation of 
waste and dead wood—and discouragement of good officials. 
The sword to cut this Gordian knot is to decentralize the 
engagement and control of these employees (except for cer- 
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tain general services) into the departments and agencies. 
This must be done under rules to be established by the Civil 
Service Commission and enforced by it. 


BUDGETING AND ACCOUNTING 

Next on our list of priorities, comes Budgeting and Ac- 
counting. I am sure you will agree with me that this is one 
of the dullest subjects on earth, but it is potent nevertheless. 
The ghost of Alexander Hamilton still wanders in our fiscal 
machinery. I doubt whether more than 15 men in the world 
can make head or tail of the 10 million words and sums in 
the present Federal Budget—<ertainly not all at one time. 

We urge that the Budget be rebuilt on a functional or 
performance basis, by which the costs of a given function can 
be compared year by year. That is both before and after 
taking. This system has been written into the law as to the 
Armed Services. It should be made universal. Hitherto no 
one could know what it costs to operate a hospital or the 
forests. You would need a sort of Geiger Counter to dis- 
cover it in two dozen different appropriations. 

The accounts, except for Government corporations, are 
kept by the Congress not by the executive agencies. Any 
executive needs to sit on top of his accounts. 

There has been no adequate personal or real property ac- 
counting at all. We estimate that the Government has $27 
billion of personal property. When officials know more about 
what all this property is composed of, and where it is, the 
departments might live off this fat for quite a while. 


THE Post OFFIcE 


The Post Office is a big business. Our criticism is not di- 
rected to its 500,000 employees. They are courteous, helpful, 
hardworking, and the friends of everybody—the nearest agent 
of Santa Claus most of us meet. What we object to is the 
form of organization that is a relic of Ben Franklin plus 160 
years of oft-conflicting laws. They cover more than 800 
finely printed pages. 

We want the Post Office set up as a modern business. 
want it taken out of politics. 


We 


UNIFICATION OF GOVERNMENT HospITALs, PUBLIC 
HEALTH, AND MepicaAL RESEARCH 


Next, we propose a unification of the Government hospi- 
tals, health service, medical research and guidance to Govern- 
mental grants-in-aid to civilian hospitals. As an indication 
of waste, there already existed in Federal hospitals, at the 
time of our investigation, beds for 225,000 patients and only 
155,000 were occupied. Yet Congress had made appropria- 
tions for, or authorized, hospitals with 50,000 additional beds 
despite the fact that 70,000 are empty—at a cost of $1,300,- 
000,000. President Truman canceled out $300 million of 
this program, and Congress restored the authority. 

But beyond savings, we are striving for something even 
greater. That is better medical service to our Armed Forces, 
our veterans, and our seamen. We also want this service set 
up better to stimulate preventive medicine. We want it not 
to deprive our civilian population of its doctors. 


UNIFICATION OF OUR WATER CONSERVATION SERVICES 


Fifth on our list of priorities is the Federal conservation 
of water resources. At present this function is scattered over 
many agencies. They employ over 5000 engineers and about 
70,000 other people. They overlap; they have duplicate 
offices; they compete in procurement of both supplies and 
skills and jobs to do. A pork-barrel floats in those rivers. 

We not alone want to save great sums of money but we 


want to save water. 





UNIFICATION OF FEDERAL LAND MANAGEMEN1 


The sixth on this preferential list is Federal land manage- 
ment. In continental United States, the Federal Govern- 
ment has about 169 million acres of grazing and forests lands 
administered by the Department of the Interior. We have 
about 65 million acres of forests and grazing lands admin- 
istered by the Department of Agriculture. In the Western 
states they compete with each other and, cheek by jowl, each 
maintains a staff in almost every county. Millions are being 
wasted “in them thar hills.” 


UNIFICATION OF TRANSPORTATION SERVICES 

Seventh, in these urgencies is solution of a major problem 
in government services to transportation. Aside from the 
agencies regulating transportation rates and services, there 
are about a dozen agencies scattered over a dozen different 
parts of the Government to deal with these matters. We 
must eliminate their overlap and waste. We should give the 
people one central agency to go to when they seek Govern- 
ment service in these matters. 

There is something even more vital. The Federal Govern- 
ment directly or indirectly subsidizes or provides facilities for 
aviation, highways, waterways, and overseas shipping. We 
loan money to the railroads. ‘They are all an essential part 
of our national defense. We must have coordination of our 
national policies, aiming at the development of a balanced 
national transport system. The troubles of the railroads are 
a daily exhibit. 


RELIEF FOR THE PRESIDENT 


Finally, there are some 65 different agencies in the Execu- 
tive Branch which report directly to the President. If he 
gave to each of them an hour a week for administration, he 
would have no time to formulate leadership in the major 
policies of the Government, or attend an occasional game. 
By our proposals we can ultimately reduce these sixty-five 
agencies by more than one-half. 

Beyond this there is a big confusion of authorities between 
bureaus and between the Executive and the Congress. ‘hey 
form great barnacles on the Ship of State. Under our Con- 
stitution, in logic and common sense, there can be only one 
Chief Executive officer in our Government, delegating au- 
thority ultimately down the line to the office boy. In executive 
matters Congress should be content to be the Board of 
Directors, with agencies of inspection and audit to see that 
their decisions are properly executed. 


OTHER REFORMS 


There are many reforms, other than the eight goals I have 
mentioned. We can furnish them on demand. 


OPpposiITION 


We have oppositions of course. There are still people 
who hold to the theory of reduced government expenses but 
not to its practice. Your job is to minister to their mental 
disorders. The best treatment is to persuade them to join 
in this historic movement toward progress and enduring 
national security. 


IN CONCLUSION 


These are not merely statistical assertions nor academic 
theories. These forces reach into every cottage in the land. 
They carry with them the future of our youth and of our 
country. 

We must conserve our strength and stop wasting our 
heritage if we are to survive as a free people. 
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FAILURE OF THE SOCIALIST EXPERIMENT 


By THE HONORABLE ALFRED EDWARDS, J31.P., London, England, 
Former Socialist, Now Conservative, Member of the British Parliament 
From Middlesbrough East, Yorkshire, England 
Delivered before The Economic Club of Detroit, Michigan, October 31, 1949 


Beivisn Laspor Pouirics AND THe EFrreci 
UNITED STATES.” 


UPON THE 


T certainly is a privilege and a great pleasure to be able 
to talk to you, a group of businessmen, about the experi- 
ment we have had in England in the last few years. 

I think perhaps if there is one thing that I appreciate more 
than all others, it is having learned in my political life— 
learned how to disagree without being disagreeable. How 
important it is that we should fearlessly face up to facts when 
they are presented to use logic, instead of sophistry merely to 
bolster up a position which is quite outgrown. 

| can say to you, without any fear of contradiction, that 
although | have taken what your Chairman has referred to 
as that “perilous passage,” crossing the Floor, I am not alone 
in the views that I hold about the experiment in Socialism. 
Within the last few months, the Chairman of the Parlia- 
mentary Labor Party sat with me in the dining room of the 
House. We went over the whole ground and he said to me, 
“Well, | know, Alfred, that you’ve got a very powerful 
position but, after all, don’t we have to think first of the 
Party? “Well now,—’” I said, “that makes the position as 
clear as anything possibly could. In your position, perhaps 
you have. In my position, | can afford to be independent, 
and | think first of the country.” 

‘There's no point in people trying to make powerful points 
to bolster up a position- -the facts are always sufficient. And 
anvbody who distorts facts is sooner or later going to be 
found out. Aristotle, asked by a student what was to be 
yained by telling an untruth said, “You'll not be believed 
when vou tell the truth.” And that is a terrible responsibility. 

1 began the business which I eventually owned as an 
unskilled laborer, quite uneducated, and I did manage to get 
some success under our Capitalist system. When I got to 
the point where I could afford to retire from business, I 
remembered the vows | made as a young man—and it’s a 
very good thing to make vows as a young man, and to re- 
member them after—and I vowed as a young fellow that I 
would try to give some part of my life to removing the evils 
of the Capitalist system. I was brought up in absolute 
\nd you must keep in mind, when you think of 
some of these extremists, that some of those fellows have 
been brought up in absolute poverty. Those conditions and 
experiences eat deeply and bitterly into the hearts of men, 
and it isn't easy to eradicate them. 

1 went back. I sold my business when I went to Parlia- 
ment so that | could devote myself entirely to the Labor 
Party in England. Now, nobody believed more conscien- 
tiously than I did, when Socialists got control of the means 
of production, they would be able to run those industries 
much more efficiently. When we removed the profit motive 
and ran the industries just for the purpose of efficiently 
producing the necessities of life for the masses of the people, 
I believed that the standard of living of the people could be 
raised considerably. 


poverty. 


Well, the time came in 1945 when we had a chance to try 
it. And keep this in mind, that England was not converted 


to Socialism in 1945. England was converted to this very 
fair attitude: that at least we should give the opposition an 
opportunity. They had made these professions, as I did, that 
we could do so much better than the Capitalists had done. 
We had had, after all, always unemployment between the 
wars. The only time England had experienced full employ- 
ment was during the time of war. Not a good record. 
And the country said, “Well, let’s give these people a try.” 
And they did give the Labor Party a fair trial. 

I remember it was a complete surprise to us in the Party 
when we got such a big majority. It must have been almost 
as big a surprise as it was to Harry Truman. 

But there we were, in the position to try these things out 
which we had theorized about so long. Well, 1 had studied 
Socialism very thoroughly for about fifteen years, and now I 
have had a chance of studying socialists for four years. I 
think the position was summed up at a meeting I had a month 
ago in South Wales. I was so determined to do all that I could 
to stop any further nationalization—and by the way, the 
British Trade Union Counselor was on record, a resolution 
by the T.U.C. in England, said they didn’t want any more 
nationalization yet. They didn’t go so far as to ask the 
government to withdraw the present bill for nationalizing 
steel, as I have done, but at least they had enough. 

Well, | was at a meeting in South Wales where they 
use a profit sharing scheme. As a result I was interested in 
this survey of Employee Benefit Plans in metropolitan 
Detroit, which Mr. Crow has just mentioned. There is a 
big steel factory down there where they have had a system 
of profit sharing for 25 years, and I believe it’s a very good 
one. When a dividend is declared on shares or stocks, the 
same rate of dividend is declared on wages. That is to say, 
if there’s a 10% dividend, the shareholders and every worker 
in the plant knows that he’s going to get 10% on his wages 
extra that year. It’s a good plan. And at this meeting that I 
had down in Newport, New South Wales, one of the ques- 
tions that came to me at question time was, “Mr. Edwards, 
after nationalization are we still going to have this profiteer- 
ing scheme?” “Well—,” I said, “that’s a simple question to 
answer. Can you tell me any nationalized industry that has 
any profits to share with anybody ?” 

Now, there is the plain fact on which we must begin. 
Every nationalized industry without any exception, has turned 
profits into losses. Now we could spend a lot of time explain- 
ing why. We might even argue that if Conservatives had 
been in control they also would have lost money. Well, that’s 
all right. But we as Socialists won authority to run our 
industries in England by the claim that we could do so much 
better than Capitalism. In exposing all the evils of Capital- 
ism, we said, “In Socialism we have the answer.” There’s 
where we made the mistake. We assumed that in establish- 
ing the case against Capitalism, we thereby established the 
case for Socialism. 

Well, | remember a debate—Mr. Crow referred to my 
staging some debates—there was one by the present Minister 
of Health, Mr. Aneurin Bevan, who is the extremist of the 
present British government, on the left. I put against him 
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what I thought was one of the best debaters in the Con- 
servative Party. And I must say Mr. Bevan had easily the 
better of the argument. Then the Conservative just made 
this remark: He said, “Well, supposing all that you have 
said about Capitalism is true, you haven’t said, you haven’t 
justified the claim that Socialism can cure them.” He said, 
“I can give you a certain cure for a bad cold, but I know 
you won’t use it—prussic acid.” 

There’s where we made the mistake, you see. I took the 
view after a few years’ experience that it would be extremely 
dangerous to bite off more than we could chew. All I said to 
the Party was, “Don’t attempt to nationalize anything else 
until we have proved that at least one industry is run more 
successfully.”” For that’s the claim we made. If you read 
the official literature, it says, “The justification for nation- 
alizing steel is that we can produce more and cheaper steel.” 
But we can’t do that. 


Let me tell you to begin with what we did with coal. We 
nationalized the Bank of England first, but then that was 
just the same as your Federal Reserve. That wasn’t contro- 
versial. Then we nationalized the mines. We had been say- 
ing for 40 years, “Once we own the mines the miners will 
be so happy, so satisfied that they will take off their coats and 
roll up their sleeves and sweat a little more than ever they 
have done before.” We believed that. They had very bad 
conditions under the old ownership. Some of the pit villages 
in England are perfectly disgraceful. They’re not fit for 
human beings to live in. But they’ve improved in recent 
years, of course. But the men had a legitimate grievance. 
And it’s quite possible, had there been a Conservative gov- 
ernment today they also would have nationalized the mines. 
So the men had a good case. But what happened? When 
they nationalized them and said to the men, “Now they 
belong to you.” Did they work harder? Indeed not. We 
gave them a five-day week, reduced the hours of work by six 
hours,—the first thing they demanded—because they always 
said, ““We’ll produce more in the short week than we did in 
the long week.”’ Everybody was going to be so cheerful and 
happy. The output per man-hour went down and went down 
very considerably, so that the former week had to be restored 
except that now those extra hours are ranked for overtime, 
time and a half. They worked no fewer hours, but the net 
effect was that they squeezed a higher wage. Today the 
miner quite rightly is quite well paid. He was abominably 
paid before the war. The worst job in the country was the 
poorest paid job. That never was right. 

But you see how our theories began to work now. Did 
the men really think, “Now the mines belong to us?” Of 
course they didn’t. If we had had any sense we would have 
looked across to Russia to see if it had worked out there 
because there they said, “When men owned the means of 
production they were going to show us how to run their 
industries more efficiently.” Did they? The star man in 
Russia is Mr. Stakhanov. There is a man who himself and 
his trade groups went to backward industries and showed 
them how to boost production. They did it, indeed. Of 
course they did, they got remarkable results. Did they do 
it for the Fatherland? No, they did it for high wages. Those 
men were able to earn a thousand pounds a year. Well, if 
you had offered miners in England half of that, they would 
have boosted production—half of it. They went even up to 
two thousand pounds a year in Russia. And Stakhanov is the 
finest living example of successful private enterprise, not 
Socialism. Here is a man when he had his chance to make a 
profit, not only made the profit but showed other men how 
to make a profit. I have yet to meet a working man in Eng- 
land who will respond to any incentive but profit. What's 





the use of fooling ourselves. We've seen it now for some 
years. 

You see, the workers have had the naive impression that 
to demand higher wages isn’t just to demand more profit. 
There’s no difference between higher wages and higher 
dividends. We all respond to that money incentive. I find 
very few people who respond to anything else. I made the 
mistake, and perhaps some of you people have made the same 
mistake, if you attempted to be rather noble idealists—we 
make the rather foolish mistake, as I see it now, of imagining 
that these masses of working people think just as we think. 
I venture to suggest that not one working man in a hundred 
ever thinks of any idealism. No. The men who speak for them 
very frequently speak without any authority whatever. I don’t 
know what it is here but you'll find in England there’s hardly 
10% whom you would ever get to attend any meetings of the 
trade unions. Yet the few men who represent them at the 
National Conference claim they go with the full voting 
power for 8 million men. Eight million men! I venture to 
suggest that less than 10% have registered any opinion on 
anything. And we're bound to admit that the one thing the 
working man considers is, “What is in the wage ‘packet’ ?’’"— 
“How much do we get?”’—and, ‘“‘How much more can we 
get?” 

Now, there is one industry which we nationalized, and 
we put in charge of it what we thoug)t was the greatest 
authority on production in the world. Sir Charles Reid, the 
author of a famous Report. And we thought, “Well now, 
here is the best man we can get. In a businesslike way we'll 
put him in as Director of the National Coal Board in charge 
of Production.” Well, 1 was turned out of the Labor Party 
in May, 1948, for refusing to sign an agreement that I would 
not oppose further nationalization. “The same week Charles 
Reid resigned his position on the National Coal Board and 
said, “This plan is not working out and we can’t make it 
work. Do what we will, we cannot get the men to produce 
more coal.”” And we, in 1938, produced 57% of all the coal 
in British mines by mechanical means. In 1948 we produced 
74% by mechanical means. The only purpose of putting in 
machines is to produce more, to increase the output per man, 
isn’t it? And you'll find that the output per man was 
actually down at that time. Although you could quote figures 
today to show that it is slightly up—a fraction—I tell you 
over 20 million tons of material lying in the British coal 
mines—coal pits—which are included in those production 
figures, are quite worthless. Material that was not included 
in the comparable figures of production before the war. If 
you take that into consideration, you will find today the 
output per man-hour is less than it was before the war, in 
spite of all these things, too. 

Well now, you ought to remember, to understand Eng- 
land, that coal is the only raw material we've got, apart from 
some inferior iron ore. Most of the rich ore has to be 
imported. But all our raw materials and 50% of our food- 
stuffs must be imported. Before the war we were prosperous 
because we exported 40 million tons of coal. Last year I 
believe we exported 8 million tons, and the year before, 
nothing. This year we're aiming at producing 20 million 
tons for export, and it’s very doubtful. Nobody seems to 
think that we shall achieve it. 

Where is the success we can claim for that? During the 
first year’s working we lost 23 million pounds. About a 
hundred million dollars. That was the first year’s working. 
Before the war the mines used to pay us 15 million pounds 
in taxes. Now we don’t get the taxes and we lose 23 million 
pounds, so that’s about 38 million pounds, isn’t it, that has to 
be taken from the profits of private enterprise to make up 
for the losses on coal? How are you going to honestly assess 
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the success or otherwise of an industry? Sometimes my 
friends say you can't judge it on profits. All right, can we 
judge it on production? Well, they are not happy even with 
that test. Can you test it then on the happiness of the men? 
Are they contented? Indeed they are not. Indeed they are 
not. All over the country you will find the present leaders 
cay the thing isn’t working. And the Chairman of the 
National Coal Board said some months ago, “The whole 
scheme would have to be reorganized from top to bottom.” 
Why are the men dissatisfied? Because, their leaders who 
used to sit on this side of the table pleading the case for the 
worker against the bosses on the other side—those very same 
men now are sitting in the bosses’ seat and new leaders have 
formed against those men—you find those men defending 
the bosses’ position as strenuously as the boss used to do in 
the old days. 

‘The men say, “Well, what’s the use?” “You couldn’t have 
been right on this side of the table and right on that side of 
the table as well.”” And they are very unhappy about it. 

Now the man on the bosses’ seat was a very good repre- 
sentative, a very good negotiator on his side; a well-trained 
man with years of experience. Why did he leave his seat 
and allow it to be taken by an inferior man? Well, I hate 
to suggest it, but it just happened that the salary on the other 
side is ten times what it used to be on this side. It may be 
just a coincidence. 

Well, let us take that point just for a moment. Let me 
take the two sides of that question. There was an old 
gentleman in Scotland nearing retiring age, a trade union 
official. Some time ago this present year my friend, Arthur 
Woodburn, who is the Minister for Scotland, Secretary of 
State for Scotland—he said to this old man, ‘‘John’”—or 
Joe, whatever his name was—I want you take a rather 
important position.” And the. old boy said, “Well, I'll be 
glad to do it Arthur.” So they. arranged it and he was to do 
this job for the government. Now he was becoming a gov- 
ernment servant, and Arthur said at the end—he said, “Now, 
the salary for this job is 3,000 pounds a year.” The old man 
said, ““Not for me, Arthur.” “Oh yes,” he said, “that’s the 
rate for the job—3,000 pounds.” And the fellow said, “No, 
I've preached this gospel all my life and I’m not going to 
take ten times the wage of my pals here just because I’ve got 
an easier job.” And he refused to take it. In the end he 
agreed to accept 300 pounds a year expenses. But he said 
his last words to Arthur were, “But mind you, I shall return 
it for income tax.” That is the solitary example of an old 
trade unionist who believed and still believed, and stood by 
his conviction. I think he was wrong. The conditions have 
changed, the times have changed. 

I think one of the finest characters 1 have ever known in 
England in the labor movement is Jack Lawson. You will 
read one or two very fine books of his on the mining industry. 
“A Man's Life,” one book. It really is a classic. Jack is 
one of the men I put on the very pedestal of trade union 
movement in England. He was a miner. Fought his way up. 
\ few weeks ago, just before I left, the Minister said to 
Jack—he said, “Il want you to take a rather important post, 
Jack, in the coal industry. But there’s been such a lot of 
criticism about these high salaries I think we ought to cut 
them down. I would like you to take the job and do it for a 
thousand pounds.” We had preached, you see, that no man 
in the world was worth more than a thousand pounds a year. 
To my amazement, Jack said, “Oh, no, I want the rate for 
the job—it’s 5,000." And when I left he hadn’t accepted the 
post. 

Well now, the only purpose in relating that is this: we 
used to condemn the Capitalists as selfish, greedy, self- 





indulgent people; we saw this bad example of luxury and 
extravagant living. And I’m bound to say, having seen my 
friends with the same opportunities, they don’t differ very 
much from the old bosses. They lacked only the oppor- 
tunities for exploiting their vices. 

Well, now, one is forced to the conclusion that as human 
beings we're all pretty much the same and we had better 
acknowledge it. Let us make profits. I say this, from now on 
the labor movement in every country in this world should 
stand by the private enterprise system. Make the profits and 
then fight honestly, fairly and fight hard for a fair distribu- 
tion, for a fair share of this profit, when you have made it. 
But what’s the use, as we are doing in England today, fight- 
ing about the profits in theory, when they are diminishing 
all the time. Someone described it, “It’s like fighting for a 
fair share of a snowball in the sun.” 


It would be difficult to make out a case for success from 
any point of view in the coal industry, wouldn’t it? Never- 
theless, we went on with the nationalization of the railways. 
Has that met with any more success? Go to any of the 
officials and you will find men in our National Transport 
System who used to not have any secretary or perhaps one 
secretary—the high officials. Now, you will find two secre- 
taries where one was before. There is established in the 
British Civil Service a rule, just the same as in the forces— 
if you’re a Colonel you must have so many men under you, 
otherwise you lose your title; yes, the very moment that your 
staff is reduced below a certain figure you lose your title, 
you take a lower title—and it’s the same throughout the 
Civil Service. You take me into any office in the British 
Civil Service. I’ll tell you exactly that man’s station by the 
kind of carpet he has on the floor. It’s as definite as that— 
yes. It’s as fixed as that. And if his staff is reduced below a 
certain number he automatically gets a different kind of 
carpet. 


All you will find under the Transport System in England 
is that it’s taking more men to do the same job. There's no 
incentive for the men to work harder, or to produce more. 
There’s no pride, saying “Now, these railways belong to us. 
We're going to run them more economically, more efh- 
ciently.” There’s been more trouble on the railways than 
ever there was. More strikes, and all of them unofficial 
strikes—that’s an important thing, perhaps I'll have a word 
about it later on. All of them were unofficial strikes. The 
authority of the trade union leader isn’t what it used to be 
since these things have come about. But did we make any 
greater success? We just had the figures, the first year’s work- 
ing on the railways. Are you going to make a profit test? 
All our rates have gone up—the costs have gone up, and we 
lost—everybody anticipated there was going to be a loss of 
about 20 million pounds on the railways. They managed to 
show a loss only of four and a half million pounds. Well, of 
course, there was some investigation as to that. We thought 
we couldn’t have been so far out—all the figures indicated, 
that we got week by week, that there must have been a loss 
of at least 20 million. We found there had been a slight 
change in the bookkeeping method. Well, it’s wise that we 
should keep up to date and get better systems, particularly if 
there is any inducement. 


Well, we discovered that we had to add, to get a fair 
comparison, eight and a half million. That eight and a half, 
added to four and a half, is an acknowledged loss of 13 
million pounds the first year’s working on railways. We all 
had to pay more for our traffic. 

We nationalized the airways. The first year’s loss on the 
airways was eleven million pounds. We've just published 
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the second year’s working, and rather boastfully the Minister 
—before announcing the total figures rather boastfully an- 
nounced that we had reduced our losses by 12! percent. 
And we had to make a rough calculation for ourselves. 
Eleven million the first year—12'% percent less this year—he 
left us to make the calculation while he talked about some- 
thing else. 

Well, what test are you going to make? Can you—as 
honest men, in view of these records say, “Here is one 
industry which has been outstanding, the steel industry. Let 
us Nationalize that’’? ‘There is no country in the world in 
the whole period of industrial history that can show a record 
to equal what the British steel industry has done, during and 
since the war, not even in this country. It is outstanding and 
great credit is due to both management and employees alike. 
The men voluntarily adopted a 7-day week. You know they 
used to slow down over the weekends, the furnaces were 
damped down, and that kind of thing—the men voluntarily 
offered to make a new arrangement so that the furnaces 
could go the full seven days. That helped a lot. It accounted 
for about a milion and a half tons extra. Nobody expected, 
in all the estimates that I have seen, that at this present 
position, even allowing for our improvements, we would have 
been able to produce in England more than between perhaps 
13 and 14 million tons—13 million I suppose was the highest 
estimate. Last year we produced 15 million tons of steel in 
England—15 million tons. That was truly a remarkable 
record. Were there any complaints from the workers? 
Never. There has never been a strike in the steel industry 
for 50 years. There’s never been an important dispute. The 
men are satisfied about the wages because they had an auto- 
matic sliding scale. Every quarter, every three months, the 
wages were regulated. If the selling price on the commodi- 
ties had gone up so many points, so did wages. And if there 
was a fall in the price, well, wages fell, too because it was 
assumed that the cost of living would also be falling. Every- 
body has been happy about that. There’s never been a dispute 
about that. It was an agreed policy. But if you will read 
the speeches of Mr. Herbert Morrison who, after all, is the 
brains of the Labor Party,—he has always said, ‘“The proof 
—the onus of proof rests on the nationalizer. He must prove 
that in nationalizing industry he can do better than private 
enterprise has done. Without that, we have no right to 
interfere.’ Well, with these other experiences before us— 
the steel industry with its record, no demands—but Mr. 
Aneurin Bevan again, the bad boy of the Party,—he said in 
early 1948 unto the government, to the Cabinet of which he 
was a member, “Unless you nationalize the steel industry 
now, I shall resign my position.” And the government said 
to him, “We don’t intend to nationalize the steel industry 
now. [ven the trade unions haven't demanded it.”” That was 
their answer to him. And Mr. Bevan didn’t resign. I was 
accused of having made a violent attack upon him at that 
time—well, all I said was, “I thought we would survive his 
resignation.” “But I doubted very much if we would sur- 
vive the nationalization of the steel industry.”” Do you think 
we shall, in view of what I have told you about the other 
industries? Have we any reason from any point of view to 
suppose that they will do any better with the steel industry ? 

But what’s the purpose? Why interfere with an industry 
which is successful, and, as a matter of fact, in which the 
government has all the powers today that they can possibly 
exercise after nationalization—all the powers? There’s noth- 
ing the government can do after nationalization that they 
can’t do today. I challenge the Ministers in the House to 
tell me any powers they will have under the new Bill they 
don’t have today. The power of the present Labor govern- 











ment is absolute, subject only to an overriding mandate from 
the electorate. This will come—next March, | suppose, when 
I believe Mr. Churchill will be recalled. And I only say that 
because a vast majority of Englishmen are just as intelligent 
as I am. 

But why? Why, in the light of this experience, delib- 
erately, in spite of all that statesmen have said, all the 
leaders of the Party have said about increased efficiency alone 
being the justification,—why attack the steel industry? Well, 
I took this view—in a way I am the author of the present 
Bill before the House. I had better explain to you how that 
came about. As a member of the Party, I tried to be as loyal 
as I possibly could to my colleagues and to the principles of 
Socialism. I said, “Boys, we cannot possibly justify doing to 
the steel industry what you've done to the coal industry. It 
would be criminal.” ‘“But—,” I said, “—if you insist on 
owning it, you can’t have any simpler way of owning it than 
by buying all the shares. If you own all the shares you can’t 
have more complete ownership than that. Then let the 
industry run as it has done, and let us consider if and how 
we could improve it, cooperatnig with the present people 
who are the owners, to continue if they will to manage their 
industries.” I discussed it with the Minister because | was 
on a committee that was supposed to be dealing with this 
matter. I said, ‘““What plans have you?” ‘They hadn’t, 
believe me, a plan of any description for changing or running 
the steel industry. Eventually they discussed it, and they 
thought, ‘Well, this was a way out—accept my plan.” And 
today the present Bill provides merely for buying all the 
shares in the scheduled list of companies. 

Then, why am I against it? Because we have had accumu- 
lating experience in the other industries. 1 firmly believe 
that I can win for working people the things which I have 
fought for, and they have fought for—win for them more 
quickly, more safely and more permanently, the things that 
we wanted, under private enterprise than | can under Social- 
ism, or government ownership. And for the simple reason 
that, after all, under private enterprise you are creating the 
wealth with which to pay for these things, and under Social- 
ism we've been dissipating the wealth. Quite obviously it’s 
in the workers’ interest to let enterprise run as it has been 
run by the men who, with all their faults, have at least built 
up a vast and very successful empire, the British Empire. At 
least there are the assets and the wealth—there’s the wealth 
that has been created and that is worth fighting about. What 
are you going to have to fight about if we go on from one 
industry to another turning profits into losses? That can’t 
be in the interest of the workers. So, obviously I’m con- 
verted, I’m completely converted to the view that private 
enterprise alone will work because it’s private enterprise 
alone that works with the working people themselves. They 
will all respond to an incentive, and they know no other 
incentive today but the profit motive. That is the wage 
packet. I’m all, then, for higher wages—the example set in 
this country so long ago—high wages, and out of that let 
the men do what they like in their own way. 

That shows you as briefly as I can the experience we have 
had in the last few years under a Socialist regime. Now, if 
you will ask the labor leaders—if there is a trade union leader 
here today—if Mr. Attlee was here, and believe me, there is 
no more honest man in England than Clem Attlee, the Prime 
Minister of England; he’s not a showman, he’s not a great 
figure, but you can say this about hiny—and I have known 
him very intimately—he is a man of integrity, a man of 
absolute honesty—and I believe in my heart he would like to 
be standing and saying what I am saying here today. His ex- 
perience must have taught him the same things—and I know, 
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in private, a good many of them have said to me quite 
frankly that they agree with me but it’s not expedient to 
‘They would like to be here. Now, if he were stand- 
ing here today he would say to you, as the leading justifica- 
tion for the Socialist regime, ““At least we have had full 
employment. ‘That's a thing England never enjoyed before 
in times of peace.” Now, it’s a good thing. It was an im- 
So let us see if that is in any way due to 
Socialist legislation, or the Socialist regime. 

We gave the miner the five-day week. He’s better off. We 
vave the social services; free medical aid—it isn’t really free 
because everybody pays a contribution but it’s called free 
aid—that is to say, they didn’t have to pay when they went 
for treatment. But they had to pay something into the kitty 

it was deducted from their wage packet. By us all doing 
what we were able to, we assumed, we could afford this. Well, 
the estimates of the cost of that were only about 50 percent 
It seemed as though nobody in England had been 
well before. And 90 percent of the people didn’t have any 
teeth in their heads, or if they had they all had to be pulled 
out and false ones put in. It surprised me the number of 
people that had wigs. Even wigs people get now under the 
ocial welfare scheme. However, | was all for that. Now, 
that we have got these things, have we enjoyed these things, 
as a result of Socialism coming to England? Socialism has 
been on trial, and by their fruits ye shall know them, We 
vave these things, well believing that the workers would be 
so happy and would so respond that it would increase produc- 
tion and the national wealth would be increased, and we could 
justify it. 

Well, Mr. Cripps was over here—Sir Stafford Cripps was 
here not long ago. He told you what a wonderful per- 
formance we'd had in industry in England. Production on 
the whole had increased, our exports had increased, tremen- 
dously. All of which is true. If you can see through a quirk 
of my old colleague that what he was saying to you is 
“Private enterprise without exception has done wonderfully 
well and increased its production—only the nationalized in- 
dustries have failed us.’’ That’s what he said. Because it 
was only private enterprise that had achieved all those things 
that he boasted about. Not one nationalized industry has 
increased its production or increased its profits. Out of 
private enterprise all those losses had to be made up. Had it 
not been tor that, there would have been a considerable 
contribution to afford these welfare services. But they were 
asorbed in the losses from the other industries. Can you 
claim then that Socialism has given them the welfare serv- 
ices? OF course not. He said this at home—when he came 
back and was talking to the workers, he said, ‘Unless we 
have American aid we'll have a million and a half unem- 
ployed very quickly.” You see, some of the Leftists in my 
old Party had been talking against American aid. They were 
not going to sell out to the American capitalists. They would 
rather have cooperation with Russia. ‘Development of in- 
dustry in Eastern Europe,” as they say. But watch these 
bovs. “Phey talk against Communism but all their arguments 
seem to come down in favor of Russian policy. So they didn't 
want to sell out. But even Mr. Bevan, in the last month or 
two, has had to contirm Sir Stafford Cripps figures, and he 
said to the workers, “We must have American aid or our 
factories will stop and we'll have serious unemployment.” 

Well now, the only boast we had left was that at least we 
got full employment. Did full employment come from 
It came from private enterprise in America, 
giving us trom your surpluses in loans and gifts, to keep 
our factories busy and to give us full employment. Full 
employment surely came from private enterprise in this 
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country—not Socialism in England. How could it be if, 
the moment private enterprise aid to us is stopped, we're 
going to have a million and a half unemployed. 

Now, I think,—I said to my colleagues recently, “You 
may think it’s a reasonable attitude to ask private enterprise 
in America to give us funds to destroy private enterprise in 
England. I think it’s a colossal impudence. A colossal cheat.” 
Just try it out at home. Say to the British workers and the 
British electorate, ‘““Let us raise a vast sum of money to help 
Russia make herself secure.”” “No, my dear, if Marshall 
Aid meant anything it was to put England and Europe on 
its feet. It was for the purposes of reconstruction so we 
could pay our way in a reasonably short time. We received 
funds to put us on our feet and Socialism has put us on our 
back. ‘That is not an exaggerated statement. That’s facts. 
Now let’s test farther. I have looked to see how a reason- 
able man can take actual tests which nobody can dispute. 

In the first two years of Socialism it looked as though we. 
were doing very well, indeed. You see, we inherited a situa- 
tion where you are bound to have full employment. You 
couldn’t have organized unemployment if you tried because 
everybody in the world wanted to buy British goods, and at 
almost any price we would like to charge. We had a seller’s 
market and a glorious time. So everybody was fully em- 
ployed, everybody was prosperous; they had the money in 
their pockets to buy the things in the shops—but unfortu- 
nately, there were not many things in the shops to buy. 

There you had prosperity. But as we began to turn into 
the buyer’s market, then what happened? Our factories are 
only kept fully employed by means of borrowed dollars on 
the Marshall Aid. 

If you look at that first period you will find British bonds 
quoted at a premium. Mr. Dalton, the Chancellor of the 
Exchequer, at that time, when introducing his budget said, 
“T introduce this budget with a song in my heart.” The 
well-known song of the day. Quoted at a premium, he was 
extremely happy. Today those same bonds are quoted at a 
substantial discount. About 70% I believe. Seventy! So 
every working man who had assurance in those days he 
could safely invest in bonds with a Socialist government, 
guaranteed by them, now finds he has lost nearly a third of 
his life’s savings. Is that a reasonable test for workers? 
Surely not. 

But there’s another test you can take. England didn’t 
devalue the pound. The world had devalued the pound 
before England acted. We were reluctantly and belatedly 
compelled to acknowledge it. In the market that’s what the 
world said, “That’s all we’re prepared to pay for the pound,” 
and we couldn’t continue to get it any more. Well now, what 
remaining tests have you? 

You have a test of the government bonds which are at a 
discount; you have the test of devaluation—we were com- 
pelled to devalue the pound; and you have the social serv- 
ices which we had given so glibly, without counting the costs, 
now having to be taken from the workers. Having to be 
taken from them! Devaluation meant this to the working 
people: Mr. Stafford Cripps, making his speech just a few 
days before I left home told us, ‘The immediate and first 
effect of this is that we shall have to put three halfpence on a 
loaf of bread.’’—three cents, four cents,—rather more today 
than your value—on a loaf of bread, a single loaf. The 
following day Canada devalued, so we were able to reduce 
that increase to a penny, because most of our wheat comes 
from there. But the housewife in England may not know 
very much about economics, but she knows this: When you 
put 20° more on the cost of a loaf of bread, she understands 
that. That was the first fruit of devaluation. But nothing 
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had altered, had it? If that was the value of the cost of bread 
then, if that was the value of the pound then, it was the 
value and cost of bread six months before but we hadn’t 
been paying it. We had been paying it on borrowed money. 
Nothing changed on devaluation except we had to give more 
for the money. The effect of devaluation, 1 think on the 
working class people in England was that the cost of living 
went up 10 percent. 

There is a very fair—and I think everybody would accept 
—a true assessment of the relative position of the working 
people of all classes, after the war, and before the war. It’s 
so complicated to compare the periods and see whether we're 
better oft or worse off. As of December, 1948, this study 
showed that the working people in England were 15 percent 
better off than they were in 1938. In ten years they had 
increased their standard of living by 15 percent. The investor 
was only 4+ per cent better off. So Mr. Attlee might have 
claimed that there had been some move toward equalization. 
He might have claimed that. But there’s 10 percent taken 
off by devaluation alone. But nothing changes on devalua- 
tion, so it must have been we were basing that estimate on 
the previous figures. The man wasn’t really 15 percent better 
off. He had been made to live at a standard 15% better 
only on what we could borrow, and gifts. And we now have 
to face the facts, that was what was happening. Our 
Ministers are telling the workers that quite bluntly today 
because they know they can no longer hide the facts since 
devaluation. 

But that was just the beginning. Let’s assume that the 
worker is now five percent better off, the results of devalua- 
tions are going to increase the cost of living all over, all 
‘round. So by next March, when we have the election, | 
think I can safely predict, the facts will be—which nobody 
dare deny—that the working man will be rather poorer 
than he was before the war, after five years of Socialism. 

Who can contradict those facts? What is the use of our 
predicting? And how dare we proceed to take charge of 
further industries and put them under such management. 
It’s just criminal and lunacy. Some of my colleagues will say 
to me, “You've no right to go in a foreign country and talk 
against your government like that.” I’m not talking against 
my government. I have great respect for many of them, and 
many of them have a great respect for me. I would like 
them to be doing what I am doing. I am talking about the 
system which is not British, a foreign system which has been 
superimposed on the British system, and has been a complete 
failure because it has invaded—invaded the realm of industry, 
not mere politics. The industrialist is not supposed to defend 
himself. You can do everything you like with organized 
labor, and in the name of organized labor, you can run down 
Capitalism, but you’re not supposed to say a word when 
these people, without the slightest justification invade the 
great industrial system which has built up the wealth of the 
British Empire. The industrialist is not supposed to say or 
do anything in return. Indeed, if this system develops further 
in England, it’s going to develop in this country—and I 
have a perfect right; I’ve come here for many years and 
preached Socialism when I honestly believed it—I have a 
duty to tell you now that, after years of experience, and 
from that experience alone, Socialism is a complete failure. 
The theories of Socialism have been proved to be a complete 
fallacy under trial, under practice. I have a right to say this. 

But now, I think, having said so much I ought to say a 
few words which perhaps in another country may not all be 
so welcome, but I think you ought to face certain facts. 

You see, I take the view that the English-speaking peoples 
standing together can do something the world has never 





done before. Nearly all nations in the world have at one 
time or another declared war. I think the English-speaking 
peoples should declare “peace on earth.” If they would 
really declare peace, no combination of powers could ever 
go to war again. I believe that to be true. 

You know, it’s often said that the first League of Nations 
was a failure. That thing which you invented and forced 
upon us, and then ran away and left it on our doorstep. 
Sometimes it is forgotten over here that it was your inven- 
tion. We didn’t like the darned thing. We were very 
reluctant to accept it. Why, old Clemenceau, the Lion, the 
Prime Minister of France, discussing the matter with Lloyd 
George at the time when President Wilson came over with 
his fourteen points—the old Frenchman said to Lloyd 
George, “You know the Lord God Almighty was satisfied 
with Ten Commandments, but this man comes over with 
fourteen.” You forced it upon us, and you ran out on us. I 
wonder if you remember how close you were to being with 
us. Many of you have forgotten. You said to us, “If you 
will drop Article XVI of the Covenant of the League of 
Nations, the sanctions clause, we shall come in, we can get a 
unanimous vote in the Senate. It was over that, and that 
alone, that you had stayed out. That's all that kept you 
out. We said, “No, we attach great importance to the sanc- 
tions clause. That’s what gives teeth to the League,” and 
we refused to drop that. And you failed only by, I think, 
3 or + votes in the Senate to get the requisite two-thirds— 
you had a majority but you didn’t get the two-thirds. You 
were as near as that to being in the League with us from 
the beginning. But, however, you were those few votes short 
and you stayed out, so that we had to fight the lone battle. 
And behold, when Japan went into Manchuria, and our first 
opportunity came to exercise that sanctions clause to which 
we attached so much importance, and which kept you out of 
the League, we hadn’t the moral courage to enforce it. We 
didn’t even apply it. A little later, Italy went into Abyssinia, 
and again—we did apply a little, not much. Mr. Eden 
resigned, you remember,—our Foreign Secretary resigned 
because the government of the day refused to apply the sanc- 
tions which we had lost you for insisting on. We hadn't the 
courage—Oh, a few things here and there we refused to let 
Mussolini have, but we didn’t keep from him the oil, which 
was essential for winning the war against Abyssinia. We 
didn’t withhold from him the poison gas which alone enabled 
him to make headway in that war. The poor Abyssinians 
were defeating him until we gave him poison gas. The sanc- 
tions clause we hadn’t the moral courage to apply. It was an 
open invitation to Hitler. He knew we were not going to 
fight so he went forward courageously, knowing that he 
could tackle us one by one. As Mr. Churchill said in a 
famous speech, “One by one Hitler could conquer the 
world.” But when we stood together the game was up. If 
the world knows, from now on that we shall stand together, 
not halfway through but from the beginning, there will never 
be any more war. They must understand that however 
beyond a doubt because we have almost a monopoly of the 
essential raw materials, without which armaments cannot be 
manufactured. Just let me give you two or three instances 
to convince you on this. Could you go into a modern war 
without aluminium—‘aluminum,” as you call it, destroying 
our beautiful language—however, as there isn’t much time, 
we'll call it aluminum. How much aluminum did Germany 
have? Aluminum comes from bauxite, and she hadn’t an 
ounce of bauxite within her borders. She had to buy it from 
us. From some of the Allies. How much oil had she? Not a 
gallon. All had to be bought, and we were the people that 
could send it to her. Japan hadn't an ounce of bauxite and 
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i gallon of oil,—QOh, she had small oil supplies, 
th counting. Italy had no raw materials of any 
can’t fight a war very 
\nd all the raw materials, or most of the 

with which the Axis nearly defeated the world, 
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t be mistaken, there are still evils within the Capitalist 
which you and I have to face up to. 1 want to 
| don’t want to destroy the system, that’s 
e now. You and I together will have to make 
concessions to labor. Don’t always wait until 
You know, you can hardly go back 
istrial history and recall a single concession you made 
voluntarily. ‘That's the mistake you made. Never 
“What more can—” —Oh, a few exceptions, 
know—but never did you, as a general rule, say to 
No, it all 
id to be forced out of you, and that’s what you’re paying 
oday: ‘The selfishness, the indifference, the thoughtless- 
ness of the past. But that still doesn’t justify us in destroying 
the system. Let us cure the system with as much good will 
we can muster. You see, | want to make the point that, if 
tand together, the English-speaking peoples, there’s no 
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tion of forces outside can ever go to war or can ever 
They know that. ‘That's why all this intrigue 

country and in our country to divide us, to break us 
up. Sometimes they are big things that divide us, somtimes 
very little things. I remember Will Rogers, when he was 
ver in England, used to like to tell a little story about our 
national beverage. He was being entertained in the drawing 
room by an elderly lady. She turned out to be a Pacifist, and 
Will was awtully intrigued about this. He said, “Do you 
to say, if the Germans were approaching, you wouldn't 
to defend you?” She said, “Mr. Rogers, 1 should 
kind.” ““Well—,” he said, “‘“—what 
She said, “Mr. Rogers, it those Germans 
were coming here, | would invite the officers in just as I have 
invited you in, and I would give them afternoon tea—you 
see, that would demoralize them.” So Will thought that over 
for a moment; then he said, “Say lady, why don’t you give 
them some of that stuff you call coffee, that would paralyze 
them?” Which reminds me that I never could drink cotfee 
intil | tasted American tea. 
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Now, let me just, for the few moments I have left, point 
out te you one or two of your fallacies which you will have 
to face It ought not to be necessary to say 
this to The Economic Club, but since I am so used to saying 
t to high school assemblies, perhaps you won't mind if I 
repeat here. ‘There is one law, gentlemen, in economics, as 
fixed as the law of gravity. You can never change it. You 
from the other fellow as much as you sell to him, 

vou Want to vet paid, Do you know that? If you don’t, 

(jod’s sake do think about it. You have tried all kinds 

ways to avoid that. Men write books on Economics, 

iy vou how it can be evaded, how it can be delayed, how 
t can be avoided—you might delay it but you can’t evade it. 
You cannot have an export surplus and get paid. You have a 
testament unto this fact down in Fort Knox. That isn’t 
You couldn't get a single meal with all of that. 
You couldn't eat it. A certain proportion can be used to help 
you to eat something else but it can’t itself be eaten. It is 
of no value whatever except a promise from us and other 
countries to pay you when you demand it. It isn’t payment. 
You haven't been paid until you have accepted goods. 

Let me tell you what happened after the First World 
War. People in this country frequently say we didn’t pay 
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our First War debt. And nothing has caused more bad feel- 
ing in this country between the wars than that statement. I 
remember a well-known newspaper in this country, whose 
name | won't mention, but the Colonel always said—they 
had a full page advertisement last year when I was here and 
it said we never repaid a nickel in redemption or interest. 
I'm going to tell you something now, gentlemen, which is 
absolutely true, and if you care to write to me, when I get 
back home, I'll give you a complete statement of all the 
figures. ‘That’s how sure | am. If you take from the 4th 
ot August, 1914, when war broke out, to the 1 Ith of Novem- 
ber, 1919, when war was finished,—take all the goods you 
sent to us; money, loans, goods, food and everything; the 
total bill—you'll find that we repaid to you more than 80 
percent of it. Did you know that? Why you would laugh 
at that if I hadn't guaranteed to give you the statement in 
advance. It seems ridiculous. The answer, it is. You see the 
only amount you talked about was the official government 
loans. Before you came into the war we had to spend all our 
investments in this country paying for those goods before 
they left. And the amount that was left over was about 15 
hundred million pounds. That was funded, to be paid over 
60 years. And you made terms with us. Five percent inter- 
est, at first. Why eternity couldn’t have liquidated that. 
And there’s one other thing you must always remember, and 
you did remember when you introduced lend-lease. You 
cannot—neither God nor man will ever find a way of paying 
for goods which are destroyed. Not one of you can find a 
way. You can pay for goods you trade in or you consume 
but things destroyed in time of war, where are you going 
to get the wherewithal to pay for them? Our country never 
defaulted for a single nickel with any country in the world 
on trading debts. Never. But there was 15 hundred million 
pounds left over from the First World War, and none of you 
had the sense to reckon up, just do a little simple arithmetic. 
Immediately after the war was finished, we said to you, 
“We're so grateful for all you’ve done for us, we want to 
return all these goods to you as quickly as we can.” What 
did you say ?—“Smoot-Hawley to you, we don’t want your 
goods.’ ‘That's what you said—in a rude way. You intro- 
duced the Smoot-Hawle Tariffs to make it impossible for us 
to send the goods. Well, we offered you the goods, at any 
rate—you wouldn’t take them so it was not we who refused. 
“Well,” we said, “What do you want?” They said, “Oh, 
we want payment—we want cash.” A famous President you 
remember said, “They hired the money, didn't they?” You 
wanted the money. We said, “Well, the only money we've 
got is sterling, we'll pay you the whole lot now. We'll give 
you a check for the lot.” “Oh no,” he said, “We don’t 
want sterling, you can’t spend that in America—you can only 
spend that in England.” Of course, that’s precisely what he 
didn’t want to do—buy our goods. “Well, what do you 
want?” He said, “Well, we want dollars that we can spend 
at home.” We said, “We'll gladly pay you the dollars, but 
our only means of getting dollars is by selling you our goods, 
which you won't buy.” Is there any other way of getting 
dollars from us? We can’t print them. No other way—but 
you wouldn’t have it, you wouldn’t buy our goods so we 
couldn't give you dollars. Then you said, “Oh well, we 
would like gold.” And at that time, gentlemen, if you will 
look up the history of that time, you'll find if we had gone 
out into the world to beg, borrow and steal every ounce of 
gold in the world, outside of America, there wasn’t enough 
to pay that debt. You've got most of it. We kept half a 
million men working in Africa digging it up to ship it over 
here so that you could bury it again. And that to a civilized 
nation in an enlightened age. And you haven't had a nickel’s 
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worth of goods for it yet. You wouldn't have our goods 
which we offered you; you wouldn’t have our money because 
you could only buy our goods with it; you wanted dollars 
but you wouldn’t buy goods to enable us to get dollars; you 
would have liked gold but you had got all the gold—Now, 
who was at fault? Who defaulted? You really must—you 
really must be grown up, gentlemen. And stop these men 


writing these silly textbooks about those things. I’ll tell you, 
gentlemen, how to understand all you'll ever know about 
Economics or World Trade or Finance. Three words only— 
do keep them in mind, write them onto your heart—‘‘Goods 
For Goods,” the exchange of one commodity for another 
commodity is all there is to Economics or Finance or Trade. 
It can never be changed. 

There’s one escape for you—and on this I must finish. 
There’s one escape. The British Empire was built up by Eng- 
land in the position you find yourselves in today on a smaller 
scale—shipping to all the world the goods it needed when it 
hadn’t got the money to pay for them; but we invested our 
money in those countries. We cast our bread upon the waters 
and it came back to us after many days with interest. As a 
Jewish friend said, “You cast your bread upon the waters, 
and it came back ham sandwiches.” It did,—to this extent, 
gentlemen, that when the last war broke out, and again you 
were not ready to stand with us at the beginning—do you 
remember “Cash and Carry?” Of course you do, you'll 
never forget. “Cash and Carry” legislation in this country 
meant we must pay cash for every dollar’s worth of goods 
we took from this country, before it left the country. And 
“Carry” meant to carry it on our ships because you couldn’t 
carry it on your ships, you were neutral. And we carried 
them on our ships, and with our money, at a time when 
Hitler was sinking three out of four of all those ships on the 
Atlantic. And we got down until we had just a handful of 
dollars left in this country. We couldn't pay you more 
because you had got it all. Everything England possessed in 
this country had been turned over to you. It was then and 
then alone that you introduced lend-lease, well knowing by 
that time that you can’t run up debts and get paid. We were 
in a common battle and we better have a common pool. And 
it would be interesting if you looked once more at the open- 
ing clauses in those agreements, those mutual aid agreements. 
It didn’t say that they were introduced to help England, or 
Europe. Oh, it’s significant—it said, “They are to defend 
American shores.” Now, believe me, Europe is a good place 
in which to defend American shores. Never forget this when 
you're talking about what you can afford to do over there: 
In 1929, which you will never forget—and don’t ask 
me to ask if you remember it—Black Friday on your stock 
exchange; millionaires traveling in Europe had to come and 
borrow money from some of us to get back home, that’s how 
broke they were, in a few days; September, 1929, your 
Advisors said, “Don’t let’s grant continual lending to Europe, 
we can’t afford it.’ And you listened to them. Well, it 
should have been obvious to you—when Europe didn’t have 
the credit she stopped sending you orders. She’ll have to do 
that again if you’re not careful. She stopped sending you 
orders. When your factories in this country didn’t receive 
orders somebody had to go home without a wage packet. 
And when those wage packets were not spent in your shops 
somebody else didn’t send orders to the factories, and more 
men went home without wage packets. From that very 
beginning, that simple beginning—you have a lot of explana- 
tions to that period written in all kinds of books, but take it 
from me, you'll find that this is the right one, I believe, if 
you look at it realistically: It was the beginning of what 
Winston Churchill called, ““An Economic Blizzard” which 


had begun over there and here, but it spread throughout the 
whole world. In less than four years, world trade as a whole 
had been reduced to one-third; and you had 15 million 
people out of work here. If you had continued sending those 
goods to Europe, and you had never been paid a nickel, you 
would have saved that heavy cost of unemployment, which 
was many times the amount you thought you were saving. 

Now, what 1 wanted to say to you, finally, was this: 
England invested her surpluses all over the world in countries 
where they couldn’t afford to pay for them, but they needed 
our goods. Believe me they came back so that before the 
war we didn’t have to balance our trade figures. In 1938, 
we imported a thousand million pounds worth of goods in 
England, and we only sent out five hundred million pounds 
worth. We balanced all but about fifty million pounds. 
That’s how much our investments had meant to us. But, 
in the process we built up the high standard of living which 
England enjoyed—not high compared with yours now, it’s 
true, but it was a high standard of living until you attained 
to this excessive standard that you now enjoy—the highest 
standard the world has ever known—by sending our goods 
and not getting paid for them, but drawing interest; the 
interest was coming in and England was able to import 
twice as much as she exported, as a result. That wasn’t bad 
business. So, if you look at it from the point of view of 
investment, believe me, you should be grateful, you should 
be glad that you’ve got these surpluses to send out. Business- 
men say to me sometimes, “Oh, Hell, it doesn’t matter, the 
amount we export doesn’t matter, we can consume it our- 
selves. It’s only something between six and ten percent.” 
Yes, but it’s that amount, it’s that small percentage, that 
enables you to enjoy in this country the difference between 
bread and bread and butter. It’s that that gives you the 
luxury standard, which other countries can’t have. And if 
you didn’t have that small percentage of exports you would 
find you would rapidly have unemployment in this country. 
I hope you'll think that out. Do remember that other thing, 
“Goods For Goods.” 

My time is up and I am going if I may give you two 
quotations which always impressed me. One was written by 
an American, after the First World War; the other written 
I don’t know when, I don’t know by whom. The first one 
was this: 


“er 


Ten million men went forth to fight 
“When forty statesmen thought it right. 
Had statesmen fought and died instead, 
There'd have been but forty dead.” 


But the statesmen don’t think these things out in time. 

The last one is this:—and I better admit to you that 
although I talk about organization, I haven't the slightest 
faith that the world will be any better until men, and that 
means all of us, consciously and deliberately seek a spiritual 
foundation for all that we do. We're building on sand—you 
may change the problems, you don’t eliminate them. But 
when you build on that solid rock, saying, “Am I my 
brother’s keeper?” and answer in the affirmative, seek a 
spiritual foundation, then you will find that we'll have 
progress and harmonious progress, only then will this evil 
thing which is manifesting itself among us today, on a 
materialist basis, be eliminated. ‘These are the words which 
I think are the solution to the whole problem: 


“No one could tell me where my soul might be; 
I searched for God, but God eluded me. 
I sought my brother out, and found all three.” 


Thank you very much. 
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The Pension Drive 


SOCIAL AND ECONOMIC IMPLICATIONS 
By MARION B. FOLSOM, Treasurer and Director, Eastman Kodak Company, Rochester, New York 


Delivered before the 308th Regular Meeting of the National Industrial 
Conference Board, Inc., New York, N.Y. November 22, 1949 


NTIL recent years comparatively few businessmen 

were interested in pension plans, primarily because 

they have felt that under a system of individual enter- 
prise, initiative and thrift, an individual could provide for 
his own old age without assistance from the government or 
from his employer. When we consider the high percentage 
of home-owners, the liquid savings of over 175 billion dollars 
in the hands of individuals, and two hundred billion dollars 
worth of life insurance, it is evident that the individual has 
done a good job in looking out for himself. The percentage 
of aged persons who do provide for themselves is probably 
higher in this country than in any other country in the world. 

Businessmen also know that we can obtain economic secu- 
rity only through production and that if we are to give more 
goods and services to those who no longer work, those who 
are working must produce more, Otherwise everybody’s 
standard of living will fall. 

Luring the past fifty years there has been a change in the 
security problem due to the increasing number and pro- 
portion of older people and to our shift from a rural to an 
urban, industrial society. There are now eleven million 
persons aged 65 or over, compared with five million in 1920. 
\bout 60° of our people now live in cities and towns of 
over 2500, contrasted with only 15% in 1850 and 35% in 
1890. ‘Three out of four of those working are now em- 
ployees. Individuals have become specialists and the family 
is no longer an economic unit. It has become more difficult 
for the family to take care of its aged members. About one- 
fourth of those aged 65 or over receive grants on the basis 
ot need under the Old Age Assistance program. 


FeperRAL O. A. S. I. PLAN 


\lost businessmen now realize that the Federal Old Age 
and Survivors Insurance program is a sound approach to 
providing a basic level of economic protection to the aged. 
They tavor the underlying principle of this plan, under 
which workers and employers contribute equally and benefits 
are paid regardless of need. Benefits depend upon earnings 
and thus the plan strengthens the incentive for the individual 
to increase his earnings. With this basic protection the indi- 
vidual can supplement his income through his own savings 
and an employer can assist through private pension plans. 

This obviously is a better plan than Old Age Assistance, 
which is simply charity relief and offers no incentive for the 
individual to provide for his own old age. The fears which 
many had about this plan at the beginning have already been 
realized in many states. Due to laxity of administration and 
eligibility requirements, a high percentage of aged persons 
qualify; the grants are increasing constantly (they are now 
about double the insurance plan benefits) ; the Federal gov- 
ernment’s share has been greatly increased; and the plan has 
become the football of politicians. 

Unless steps are taken very soon to strengthen the con- 
tributory insurance plan, the country faces the grave danger 
of losing this plan by default and adopting the charity ap- 
proach entirely. The aim should be to extend the insurance 
program as soon as possible to all those gainfully employed 
and then to shift the Old Age Assistance entirely to the 
states tor those who cannot be covered adequately under 


the insurance program. There are two major defects in the 
present O. A. S. 1.—the coverage is too limited and the bene- 
fits too low in relation to present wages and the cost of 
living. 

The bill amending the Social Security Act (HR-6000), 
which recently passed the lower House, goes part way in 
extending the coverage of the insurance program but still 
leaves out important groups such as farmers and other self- 
employed, farm laborers, employees of the government and 
railroads. It would extend the coverage to eleven million 
out of twenty-five million not now covered. 

The bill goes a long way toward correcting the defect of 
inadequate benefits. For instance, the man whose average 
wage is $200 a month would receive $39 under the present 
plan if he is in the system for twelve years. Under the House 
bill he wouid receive $64, an increase of 64%. An additional 
payment of 50% would be made if a man and wife were 
both over 65. The proposed formula—50% of the first $100 
of monthly wages and 10% of wages between $100 and 
$300—is weighted heavily in favor of the low wage group, 
as it should be in a social insurance plan. There is a question, 
however, as to whether this formula has not gone too far 
in that direction, For instance, a $300 a month man would 
pay three times as much in taxes as the $100 a month man 
and his benefits would be only 50% higher. This low dif- 
ferential is apt to lead to criticism by all those above the 
lower wage group. It might be better to have the rate for 
wages above $100 a month increased to 15%. 

It is questionable whether it is necessary to change the 
tax base, as the House bill does, from the first $3000 to the 
first $3600 of annual income. The objective of the govern- 
mental plan, to provide a minimum basic protection, can be 
obtained within the present tax base. Since all the state 
unemployment compensation laws and the existing private 
pension plans are built on the $3000 base, a change in the 
base would greatly complicate matters. 

It is greatly to be hoped that the Senate will give early 
consideration to the House bill so that legislation will soon 
be enacted to improve and extend the insurance plan. Com- 
panies will then be in a better position to set up their own 
supplementary plans. 


GROWTH AND PURPOSE OF PRIVATE PENSION PLANS 


Long before the enactment of Social Security legislation 
many companies, established in the 80’s and 90’s were begin- 
ning to realize the need for private pension plans. The real 
growth of the plans came after 1935, when businessmen 
began to study the question and management found that the 
Social Security program would not entirely meet the retire- 
ment problem in industry. The high wartime taxes provided 
further impetus as companies were able to launch plans with 
substantial savings in the initial cost. 

It is estimated that there are now over twelve thousand 
private plans in operation. Less than one thousand of these 
were established before 1940 and about nine thousand be- 
tween 1942 and 1947. Over one thousand plans have been 
submitted to the tax authorities for approval during the past 
year. The movement is now gaining considerable impetus be- 
cause of the drive for pensions in the larger industries. 











Marion B. Folsom 


181 





Why do companies adopt pension plans to supplement the 
government program? 

When, after a company has been in business for a number 
of years and employees begin to approach the point where 
because of advanced age they are no longer efficient, the 
employer has three choices. He can keep the worker on the 
payroll as long as he lives; second, he can release him with- 
out retirement provision; or, third, he can retire him on a 
pension. If the first choice is taken, the efficiency of the 
organization suffers and there is a pension cost but it is 
buried among other costs of the business. If the second 
choice is made, the employer's standing in the community is 
impaired and the morale of his organization is affected. 
Modern management does not think it is fair to release a 
long-service worker if it is known that he will have to take 
too sharp a drop in his living standard. The third choice, 
which has been taken by thousands of companies, has distinct 
advantages over the first two. 

A pension plan does entail a substantial direct cost but 
it is not hidden. We are hearing much these days about the 
cost of pensions—whether it will be 8c, 10c or 12c an hour 
but little has been said of the advantages to a company of 
a sound and adequate pension plan. There are definite sav- 
ings. The organization is kept on a more efficient basis be- 
cause those who are past their period of usefulness can be 
replaced by younger and more productive workers. If a 
supervisor retires, promotion can often be made affecting 
several individuals; the morale of the organization is thus 
improved. A sense of security is brought to the older worker 
and there is a good effect on the younger worker as well. 
There is a better feeling among the employees and in the 
community toward a company which looks after its older 
workers. As a result of these factors labor turnover will be 
lower. 

These savings cannot be measured but it would not take 
very much of an increase in productivity to offset a large 
part of the cost. In any event, with the increase in the num- 
ber of companies adopting pension plans, it is becoming more 
dificult for companies to attract and hold desirable workers 
without a plan. 

If benefits under the Old Age and Survivors Insurance 
Plan are increased along the lines of the House bill, com- 
panies in some sections of the country and smaller cities and 
towns, where living costs are lower, might find it necessary 
to add only small additional benefits in the way of a supple- 
mentary plan for those in the lower wage groups. However, 
in the large industrial cities larger supplementary benefits, 
especially for those in the upper wage groups, will be neces- 
sary. 

Some may urge that the benefits under the government 
plan should be high enough to make it unnecessary for even 
the companies in industrial centers to have a supplementary 
plan. This, however, gets away from the basic principle 
underlying the government plan, which is to provide only a 
minimum protection to prevent dependency. That should 
be the extent of the government’s obligation. Once the gov- 
ernment attempts to provide income above this level, we 
would be establishing a new principle which could lead to 
guaranteed income for other groups in the community and, 
eventually, to a planned economy. 


FINANCIAL PROBLEMS 


There are many complex problems in setting up a sound 
pension plan and they must be carefully studied. A pension 
plan covers a long period of time. Mistakes made at the 
start may bring very serious financial difficulties as the plan 
develops in the future. 

It should not be expected that the details of a pension 
plan can be worked out satisfactorily in a few conferences 


over a short period of time. It involves very careful estimates 
by experts in the field, careful consideration by the manage- 
ment as to type of plan and the individual features which 
would best fit its particular situation. Many features—re- 
tirement age, provision for optional retirement, death benefits 
after retirement, the rate of benefits, the amount of con- 
tributions by employer and employee, vesting rights—would 
depend upon the individual company and the funds available. 
Each one of these variable factors will affect the cost. Obvi- 
ously there can be no one pattern for industry as a whole 
or for one industry. Each plan should be worked out on 
an individual company basis. 

Likewise, individual companies will select different meth- 
ods for handling the funds. There are advantages and dis- 
advantages to group annuity plans or deposit administration 
plans underwritten by insurance companies and to trust funds 
handled by trust companies. Many experts from insurance 
companies and trust companies and independent consultants 
are available to assist the individual company in devising a 
plan on a sound financial basis. 

If a company at its beginning were to set aside a sum for 
each dollar of payroll in order to provide pensions, only a 
small amount would be necessary; the interest accumulation 
would take care of a good share of the cost. Few companies, 
however, begin to think of pensions until some of their em- 
ployees approach retirement age—about twenty-five or thirty 
years after the company commences operations. ‘The first 
step is generally to retire the older worker on an informal 
basis, the amount depending upon need. Such a plan will 
soon prove unsatisfactory and is not fair to those who have 
been thrifty. It is thus found necessary to set up a definite 
plan to pay pensions to all retired workers. ‘These payments 
begin to increase quite rapidly. 

The reasons for the rapid increase are obvious. Each year 
additional persons are put on the pension roll and if the 
same number were added each year, the cost would not be- 
come stabilized until the number of deaths would equal those 
newly added. An increasing number, however, reach retire- 
ment age each year because the people who are now reaching 
retirement age are those who were employed twenty-five or 
thirty years ago and at that time it is likely the company was 
growing rapidly. As the result of these two factors, the pay- 
ments will continue to rise in the future and will not become 
stabilized even as a percentage of the payroll for many 
years. 


If the plan is financed on a pay-as-you-go basis and no 
provision is made to accumulate funds to meet future costs 
the annual pension expenditures in time may reach a large 
percentage of annual payroll. The conservative policy is to 
“fund” a plan. Under a funded plan a careful estimate is 
made of the liability which is already accrued for the past 
service of employees and of the liability accruing each year 
and payments are made to an insurance or trust company to 
meet this liability. After the company has been in business 
for a number of years it will be found that the amount of the 
accrued liability for past service will be a substantial item. 
Very few companies will be able to pay this in a lump sum. 
It, however, can be financed over a period of years. 

The Bureau of Internal Revenue permits payments for 
the accrued liability to be deducted for income tax purposes 
if the payment is spread over a period of ten or more years, 
and also permits payments for current liability of 5% of 
payroll or more if it can be justified. 


INTEGRATION WitH O. A. S. I. 


To qualify for tax deduction, a plan must be set up on a 
systematic basis, must be so “integrated” with the O.A.S.I. 
plan, that it is non-discriminatory as between higher and 
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lower paid employees, and the payments cannot be return- 
able to the employer. 


Ihe best method is to have the company plan provide a 
definite benefit, based upon salary and length of service with 
the rate set lower for that part of the pay covered by Social 
Security. An ideal plan is one which would provide from 
both private and government plans a benefit of 2% for each 
vear of service. This is generally done by providing 1% of 
the first three thousand dollars of earnings and 2% of 
earnings over three thousand dollars. ‘Vhis formula can be 
changed in many ways to lower the cost, 

Another method, such as used in the recent Steel settle- 
ments, is to provide an over-all benefit from which the 
Social Security benefit is deducted. There is danger that 
this method will cause difficulty with any company and with 
Congress, as any increase in the Social Security benefits will 
result in lower costs to the company rather than in increased 
benefits to the employees. It is also more difficult to ad- 
minister. 

\ number of company plans, adopted since Social Security 
was enacted, provide benefits only for persons earning over 
$3000 on the assumption that the O.A.S.I. would provide 
adequate benefits for those below $3000. However, especially 
since the sharp increase in wage levels in recent years, the 
government benefits are inadequate and many of those com- 
panies are now facing the problem of providing pensions for 
the lower paid people. Kven if the increased benefits provided 
in the House bill were enacted into law, most companies 
would still find that it would be necessary to have a supple- 
mentary plan for those both below and above $3000, or 
43600, if the level is changed. 

If the Social Security benefits are increased along the lines 
of the House bill, companies with supplementary pension 
plans will face the decision as to what, if any, change should 
be made in the benefits of their plan. As very few pension 
plans now provide adequate benefits, particularly because of 
the increarse in wages and cost of living during the last few 
years, most companies will probably find it advisable to 
continue to pay the same benefit under the company plan as 
heretofore so that workers will receive full benefit from the 
increase in the government plan. Many companies have 
already found it necessary to pay additional pensions because 
ot the increase in cost of living. 


CONTRIBUTORY VS. NON-CONTRIBUTORY PLANS 


Early plans adopted in this country were generally of the 
non-contributory type, with the employer paying the full cost. 
‘These were a natural development from the informal plans 
which the companies originally had. With the growth of 
company plans, especially the group annuity plans, during 
the 30’s there was a definite trend toward contributory plans. 
Employees became interested in participating so that larger 
benefits could be provided. 

The movement toward contributory plans was given con- 
siderable impetus when the Federal Old Age Insurance Plan 
was put on a contributory basis, with equal contributions 
from employer and employee. It was easy to tie in a con- 
tributory company plan with the government plan. Thus 
a large percentage of plans adopted between 1935 and 1942 
were of the contributory type. During the war and the early 
postwar period of high corporation income and excess profits 
taxes, this tendency was reversed and many companies started 
plans on a non-contributory basis. The cost to the company 
was considerably reduced by taxes and the tight employment 
situation induced companies to bear the entire cost rather 
than to ask the employees to contribute. Since the repeal of 
the Excess Profits Tax, the trend toward contributory plans 
has been resumed. 


There are certain advantages in the non-contributory plan. 





It is assured that all employees will be covered. The ad- 
ministration cost is lower and the employer retains more 
control. The employer's cost is reduced by corporation in- 
come tax but the employee’s contributions are not deductible 
from income tax. Thus the combined net cost of the non- 
contributory plan will be less. There is a movement under 
way to permit employee’s contributions to be deductible—this 
would stimulate the adoption of contributory plans. 

Under the contributory plan higher benefits can be provided 
for the employee because of his own contribution. He has 
a greater interest in the plan and probably appreciates it 
more. It is more in keeping with our system of individual 
initiative and thrift. It is an ideal method of accumulating 
savings. When this plan is offered to the employees a very 
high percentage generally accept it. ‘The employer pays the 
entire cost of the accrued liability, and all employees, except 
those of very short service, share in this payment. Sometimes 
the current cost is financed on an equal basis but in other 
plans the employer pays a somewhat higher proportion than 
the employee. 

Another advantage to the employee is that under most 
contributory plans the “vesting” period, i.e. the period of 
service after which an employee is entitled to the full pension 
in the non-contributory plans. In the past, under most non- 
contributory plans, the employee would not be entitled to a 
pension until he had a service of twenty or twenty-five years. 
Recently the period has been reduced but seldom is less than 
fifteen years’ service required. 

Contributory plans always provide for the return of the 
employee’s contributions, generally with interest. ‘These 
plans often provide that if a person stays with a company 
for five years and leaves his own contribution with the in- 
surance company, he would be entitled to part of the bene- 
fits due to employer’s contribution; if he remains in service 
for, say, ten years, sometimes he would receive benefit from 
all of the employer’s contributions. 

With the wider adoption of pension plans throughout 
industry, the problem of vesting is one of considerable im- 
portance. It would seem desirable to have the vesting period 
reduced so that more persons would be entitled to the an- 
nuities accumulated with different companies. 

Some company plans provide a combination of non-con- 
tributory and contributory plans. A minimum benefit is 
provided for everyone on a non-contributory basis and ad- 
ditional benefit is provided on a contributory basis. 

An impartial analysis of the advantages and disadvantages 
of the two plans would lead to the conclusion that the con- 
tributory plan is better. It is greatly to be hoped that the 
recent recommendation of the Steel Panel will not result in a 
decline in the contributory plans. 


Cost or PENSION PLANS 


It is impossible to make a reasonably accurate estimate of 
the cost of a pension plan of an individual company until an 
analysis has been made of the people on the payroll—salary, 
age, and length of service. With this information an in- 
surance or trust company or consultant can give the manage- 
ment fairly accurate estimates with variations for different 
features. 

In the long run the cost of a funded pension plan will be 
the sum of actual payments made to retired persons plus the 
cost of administration, minus interest earned on funds 
accumulated in advance. The uncertain factors in estimating 
the cost are: first, the number of people who will leave before 
reaching retirement age; second, the mortality rate; third, 
the interest rate. Under trust company plans estimates are 
made of the turnover and allowance made for it. Under 


the group annuity plan no allowance is made for turnover 
but annuities generally are purchased only for those who 
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have completed a certain length of service, the greatest turn- 
over occurring among the shorter-service employees. 

The big increase in the cost of pension plans in recent 
years has been due to both the mortality rate being lower 
than anticipated and lower interest rates. More people are 
reaching retirement age and living longer after retirement. 
This trend will probably continue. On the other hand, we 
have probably reached the low level of interest rates, but 
whether there will be any improvement is highly questionable. 

LeveL OF BENEFITS 

Those who have had considerable experience with pension 
plans feel that for the worker in the lower wage groups a 
combined annuity from the government plan and the private 
plan of approximately 50° of pay is about right. For the 
middle income group a rate between 40% and 45% would 
be adequate, with lower percentages for the higher salary 
group. There would thus still be strong incentive for the 
individual to practice thrift throughout his working lifetime 
so that he can live in retirement without too much of a drop 
in the scale of living to which he has been accustomed. 

There is a difference of opinion as to whether the retire- 
ment age should be compulsory. Some companies have com- 
pulsory retirement and feel that this is the only way to get 
full benefit from a pension plan. They also find that admin- 
istration is easier if no exceptions are made. Other companies 
provide for exceptions to be made only on approval of a 
pension committee and with approval necessary each year 
after 65. Other companies are more flexible in enforcing 
the rule, varying the retirement age with the nature of the 
work and the physical condition and capacity of the individual. 

In the high employment period during the war and there- 
after many compaines relaxed the retirement provisions but 
with the decline in employment, because of the recent reces- 
sion, normal retirement practices have been resumed. 

There is wide variation in provisions for minimum and 
maximum benefits. There has been a distinct tendency in 
recent vears of high taxes to raise the maximum and to treat 
the higher salaried groups on more nearly the same basis as 
others. 


INVESTMENT PROBLEMS OF GOVERNMENT AND 
PRIVATE PLANS 


One phase of the Federal Old Age Insurance Plan which 
causes greatest discussion and which is the least understood 
by businessmen, is the handling of the funds which are col- 
lected from employers and empolyees. Many who have not 
thought through the problem state that the whole plan is 
fraudulent, that the monies which have been collected for 
old age benefits have been used for other purposes and thus 
we will be taxed twice for the same benefits. 

It should first be recognized that the financing of an over- 
all government plan is entirely different from that of a private 
plan. A private plan should be financed so that the liability 
when due can be paid from funds in hand, otherwise em- 
ployees will not be protected or else charges will have to be 
made against current operations of the company. The gov- 
ernment, on the other hand, does not have to set up a 
reserve fund for accrued liability or to have funds in hand 
as it has taxing or borrowing powers to collect revenues when 
the liability has to be met. 

Secondly, under a contributory pension plan the collections 
during the early years are bound to exceed benefit payments. 
Everyone will be putting money in and only a few will be 
drawing benefits during the first few years. To avoid excess 


collections under the government plan it would have been 
necessary to start out with a contribution rate of less than 
on each employer and employee and the rate 
This weuld not only 


1/10 of 1% 


would have to be increased each year. 


be impractical but such a low contribution rate would give 
people the impression that the benefits could be aaa 
increased without much cost. Even a slight increase in bene- 
fit rates during the early years would lead to heavy costs in 
the future. 

The contribution rate was originally set at 1° on each 
employer and employee and it has been kept at that level 
although the original Act provided for periodic increases. 
From 1937 to date eleven billion dollars has been collected 
in excess of payments. This excess has been greater than 
originally anticipated for two reasons: receipts have been 
high because of the sharp increase in wage rates and payrolls 
during the war, and payments have been less because a 
higher percentage of older persons remained in employment 
during the war and postwar years. 

What could the government do with these excess funds 
except invest them in government securities? No one would 
suggest leaving them idle in the cash drawer. If they were 
invested in securities of private corporations it might lead 
to government control of private industries. he only feasible 
investment is United States securities, the same investments 
which insurance companies, business corporations and banks 
have used for their surplus funds in recent years. 

The proceeds have, of course, been used to pay govern- 
ment expenses, principally the cost of the war, as have the 
proceeds from the sale of all other government bonds to 
private holders. On the other hand, if these funds were not 
available in the Old Age Insurance Plan for the purchase of 
securities, it would have been necessary for the ‘Treasury to 
have sold eleven billion dollars more of securities to the 
public. For this reason the statement is not true that the 
people would be taxed twice for the same benefits. ‘This 
statement would only be true in case the appropriations made 
by Congress for government expenditures were increased 
solely because of the presence of this reserve fund. It would 
seem unlikely that the reserve fund of eleven billion dollars 
in the presence of a public debt of 250 billion dollars would 
have much influence on Congress in voting appropriations. 

The question we face now concerns the rate at which 
this fund will be accumulated in the future. The law pro- 
vides that the tax rate be increased to 114% on each employer 
and employee on January 1, 1950. It is likely that the bene- 
fits will be increased early in the year. Even with increased 
benefits, the funds will continue to accumulate because of 
the still comparatively small number of persons drawing 
benefits. The House bill provides for another increase in 
taxes to 2% rate in 1951 and further increases periodically 
until the rate of 314% each is reached in 1970. The actu- 
aries estimate that on this tax schedule the reserve fund 
would reach 33 billion dollars in 1960 and, eventually, 80 
billion dollars—about 1980. The Ways and Means Com- 
mittee contemplated that under this schedule the plan would 
be approximately self-supporting, i.e., the receipts from the 
payroll taxes and the interest on the reserve fund would be 
sufficient to finance the plan so that there would be no need 
to draw on general revenues now or any time in the future. 

There are strong arguments against putting the govern- 
ment plan on a full reserve basis. With a steadily increasing 
reserve fund and with the increase in taxes it would be very 
dificult to prevent a substantial increase in benefits. ‘This 
would lead to very high costs in the future. If the reserve 
fund reached the large amounts contemplated, it might very 
well have an indirect effect toward increasing appropriations 
for other purposes. 

Thus, there are practical arguments against both the 
strictly pay-as-you-go method and the full reserve method of 
financing O.A.S.1. The logical solution would be a modified 
pay-as-you-go plan which would provide for the continued 
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accumulation of a reasonable contingency reserve during the 
years. Before the fund reached large proportions a 
decision could be made as to whether to continue to increase 
the payroll taxes or to put the plan at that time on a pay-as- 
you-go basis without further accumulation of the contingency 
reserve. 

The accumulation of reserves under the government plan 
be considered in conjunction with the accumulation of 
reserves in the private plans. With many more pension plans 
in operation, the investment problem will be one of larger 
proportions than in the past. Only a comparatively few com- 
panies will be able to finance the accrued liability in a lump 
sum payment and the funds will be accumulated only gradu- 
ally. When they reach larger proportions a few years from 
now, the government plan could then be on a more nearly 
pay-as-you-go basis and the funds available for investment 
annually might not be much more than they have been dur- 
ing the period while the government reserve was being 
accumulated. 


] 
eariy 


must 


Consideration should also be given to the type of securities 
purchased for these pension funds. Practically all the funds 
held by insurance companies are invested in government or 
corporation bonds and a small amount in preferred stock. 
Recently Massachusetts has permitted insurance companies 
to invest up to 10% in common stocks. The trust companies 
which handle large pension funds are permitted wider range 
and small percentages of the funds are now invested in 
stocks. Many people now feel that it probably 
would be sound to invest a certain percentage of the pension 
funds in equities. Better yields can generally be obtained and 


common 


they would, over the years, serve better to maintain pur- 
chasing power of the fund than investments of fixed obli- 
gations. 

There are no accurate estimates of the investments in 
private pension plans. It might be well for The Conference 
Board to collect information regarding the present portfolios 
of these pension funds and the annual accumulations so that 
better analysis can be made of the investment problem in- 
volved. 

CONCLUSION 

Businessmen now have a great opportunity to assist in 
solving the problem of providing economic protection for the 
aged. They should first support early Congressional action 
to extend the coverage of the contributory Old Age Insurance 
Plan to most of those gainfully employed and to bring the 
benefits more in line with present living costs. Secondly, 
companies without pension plans should study their particular 
situations to determine if a supplementary plan is necessary 
to provide adequate protection for the worker who has spent 
his lifetime in industry. 

Under such a program the worker would thus be assured 
of a moderate degree of comfort in his old age but his pension 
would still be well below his pay while employed. Thus there 
would still be a strong incentive for the individual to produce 
more and save more so that he could live more nearly on 
the same scale when retired as during his working life. These 
plans, both government and private, if kept on a reasonable 
basis should not be considered as conflicting with the private 
enterprise system. On the other hand, they should prove to 
be strong adjuncts to it. 
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AM pleased to have this opportunity to speak to you, 

the representatives of top management in the grocery 

field, concerning enforcement of the anti-trust laws. 
The anti-trust laws are designed to preserve and protect 
our system of free competitive enterprise. The objective of 
the anti-trust statutes is to prohibit monopoly and other 
unreasonable restraints upon competition because it is be- 
lieved that the elimination of competition will ultimately 
raise prices, limit production, stifle individual initiative and 
enterprise, and produce other evil consequences inimical to 
the economic, social and political welfare of our society. 

That, at least, has always been my conception of the 
meaning and purpose of the Sherman Anti-trust Act. 

In this country we do not oppose big businesses just be- 
cause they are big. We all hope, in fact, to get big our- 
selves. We do not resent and discourage efficiency and the 
low prices that it produces. On the contrary, we applaud 
eficiency and we expect constantly better goods at lower 
prices through the vigorous competitive efforts of business- 
men. 

Shortly after September 15 of this year my attention was 
called to a full page advertisement appearing in 2,000 
newspapers throughout the country. This advertisement, 
and those that have followed announced, in effect, that the 
Department of Justice had placed an entirely new and dif- 
ferent interpretation upon the Sherman Act. 

These advertisements of The Great Atlantic & Pacific 
Tea Company assert that the Department of Justice has 


* 


decided that it is a violation of the Sherman Act to sell at 
prices below those of one’s competitors. A&P says that the 
new theory is that if a business concern has grown large by 
lowering its prices through efficiency and integration the 
Sherman Act has been violated; that the Department of 
Justice will ask the courts to break the successful company 
up and put it out of business. 

This, A&P claims, is the theory of the civil suit recently 
filed against it by the Department of Justice. If A&P is 
right, then you and I and every other American citizen 
would be well advised to do something about it, for obvi- 
ously, such an innovation in our law would change the 
whole pattern of American business and affect all our social 
and political institutions as well. But A&P is clearly wrong. 

It is not the policy of the Department of Justice to try 
pending cases on public speaking platforms. In discussing 
the AXP case I will not break that precedent for I shall 
confine my remarks to matters of public record. I shall 
demonstrate from the public record that this case against 
A&P is based upon traditional anti-trust principles and that 
the Department of Justice has not adopted any strange new 
legal or economic theory. 

A&P has overlooked a very significant fact in its adver- 
tisements. The filing of the recent civil suit did not mark 
the beginning of the Department’s anti-trust litigation 
against A&P. In 1942 the Department instituted a criminal 
anti-trust case, involving the same conduct that is the sub- 
ject matter of the civil suit. That criminal case which was 
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tried in 1945 and 1946 before the United States District 
Court at Danville, Illinois, was based upon the same legal 
and economic theories now again presented in the civil com- 
plaint. After six months of careful consideration of the evi- 
dence offered by A&P and by the Government, the Court 
found A&P guilty beyond a reasonable doubt of violating 
the Sherman Anti-trust Act. A&P appealed to the Court 
of Appeals where the evidence and the legal authorities 
were again subjected to intensive scrutiny. In February of 
1949 that court unanimously held that A&P had been prop- 
erly convicted. A&P could also have asked the Supreme 
Court of the United States to review this conviction by 
examining the Government’s proof and the Government's 
legal theories. They chose not to do so. Instead they paid 
maximum fines totalling $175,000. 

The subject matter and legal theories of the pending civil 
suit against A&P have been studied and approved by two 
Federal courts. The civil suit simply asks the Court to take 
the necessary steps to prevent the continuance of those ac- 
tivities already found to violate the anti-trust laws. 

I am sure that the significance of this fact is readily ap- 
parent. If A&P is correct in its evaluation of the pending 
civil action—if this civil suit does indeed represent the theory 
that size, efficiency, and low prices violate the anti-trust 
statutes—then this pernicious doctrine has already been ap- 
proved by the courts of our land. 

A&P’s position then becomes not that “those anti-trust 
lawyers from Washington” have suddenly gone berserk in 
the china shop of American business, but that our judiciary 
itself has determined that we should adopt the strange new 
economic theory described in A&P’s advertisements. If this 
be true why then did not A&P’s advertised interest in the 
public welfare impel it to seek a review of this novel theory 
by the Supreme Court of the United States. 

But of course, neither the criminal nor the civil case 
against A&P attacks low prices, efficiency or bigness. We 
have never brought a case attacking low prices, efficiency or 
bigness as such and as long as I am the Assistant Attorney 
General in charge of the Anti-trust Division no such case 
will be brought. 

This failure to mention the criminal anti-trust case typi- 
fies the false and misleading character of A&P’s entire ad- 
vertising campaign. A&P’s advertisements remind me of a 
principle of law which is usually expressed in Latin. It is: 
“Suppressio veri, suggestio falsi.’”” Suppression of the truth 
is equivalent to the suggestion of what is false. In a mild 
way that sums up A&P’s advertising. Actually, though, this 
advertising goes much further because its language is de- 
signed to deceive the American public. For example, a typi- 
cal deception is found in the advertisement which reads, 
quote: ““They say ... and these are the anti-trust lawyers’ 
own words . that ‘we have regularly undersold com- 
peting retailers’ end quote. 

This advertisement asserts that this is the charge against 
A&P. And to this charge A&P in headline type pleads 
guilty. Let us examine this assertion. These words were 
deliberately lifted out of context. I'll read you the para- 
graph of the complaint in which they are found: 


“Defendants, by coercing and receiving unlawful buy- 
ing preferences, have become enabled to and have regu- 
larly undersold, regularly taken patronage away from, 
and sometimes eliminated competing retailers who have 
bought in substantial compliance with applicable Federal 
laws prohibiting the sale of merchandise on discriminatory 
terms.” 


Let us now examine the factual and legal conclusions 
actually reached in the criminal case against A&P. 
In the criminal case the Court did not convict A&P of 





being big. Bigness is no crime. A&P was not convicted 
because it was efficient or enterprising. Efficiency and en- 
terprise are not crimes. A&P was convicted of violating the 
anti-trust laws because, and I quote the Court, of the “preda- 
tory application of its mass purchasing power’ and the abuse 
of that power through boycotts, blacklisting, preferential 
rebates, price wars and below cost retailing in strategic 
areas in order to eliminate local competition. 

Another misunderstanding which A&P’s advertisements 
would create is that the powerful A&P chain operates en- 
tirely in favor of the consumer, the farmer and the food 
processor. This, unfortunately, is not so. Our complaint, 
which is a matter of public record, charges the existence of 
a carefully contrived scheme of operation, one which the 
Court in the criminal case said “involved illegal action and 
illegal restraint of trade.” Let us examine that scheme as 
disclosed by the record. 

The objective of this scheme was to be achieved by ob- 
taining discriminatory rebates and concessions through boy- 
cotts, blacklisting, and threats to withdraw patronage or to 
enter the manufacturing field in competition with the sup- 
plier; and by selling in some areas at or below cost of doing 
business for the purpose of eliminating competition and re- 
couping those losses in less competitive areas. 

A&P is more than a retail organization. It has far-flung 
supply and manufacturing organizations. They range from 
fishing and canning operations in the Pacific Northwest to 
fabulous coffee operations in Brazil. In between Alaska and 
Brazil it has food manufacturing plants at a number of 
points in the United States. Running down the alphabet, 
the foods processed in these plants begin with baking powder 
and beans and end with tea and vinegar. Ketchup and 
spaghetti, chile sauce and pork sausages are tempting com- 
binations in between. 

Of course, there is nothing illegal in being more than a 
retail organization. Nor is there anything illegal in a re- 
tailer developing supply and manufacturing organizations. 
But the Court in the criminal case found that A & P abused 
its ownership of these organizations by using them illegally 
as weapons in its scheme to boycott and to blacklist in order 
to obtain secret preferential rebates. Such conduct restrains 
competition and consequently violates the anti-trust laws. 

This is how they did it. In 1937 Ralston Purina, a sup- 
plier of cereals, was giving A&P a discount of seven and 
one-half cents per case while it gave other chains 5 cents 
per case. Not satisfied with this 50 per cent differential, 
A&P began in 1937 to pressure Ralston for greater dis- 
counts. When by 1939 greater discounts were not forth- 
coming, A&P threatened Ralston with its “make it our- 
selves’ program. As Ralston sold a large part of its output 
to A&P and had expanded its plant facilities to take care 
of A&P’s account, it could not withstand this pressure. 
After several turns of the screw A&P secured from Ral- 
ston an increase in its discounts from seven and one-half 
cents to seventeen and one-half cents per case—a discount 
exceeding by 350 per cent the largest allowance available 
to any other Ralston customer. 

Ralston sought desperately to have the facts recorded in 
its contract with A&P. It requested, without success, that 
the following provision be attached to the contract, and I 
quote: 


“The discounts allowed in this contract are not made 
in lieu of brokerage, but represent an arbitrary reduction 
from our list prices which it was necessary to make to 
hold the flake cereal business of the Great Atlantic & 
Pacific Tea Company and to secure from them an agree- 
ment not to enter into the business of manufacturing 
flakes for five years.” 
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as this was both a restraint 
business of A&P’s suppliers and a crippling squeeze 
A&P not only benefited by the 
riminatory lower purchase price but the supplier giving 
preference 


The result of activities such 
on the 
\& P's retail competitors. 
was forced to charge A&P’s retail competitor 
order to absorb the loss or reduction in 
A&P. Thus, in the retail 
le to enter the market place with a com- 
resulting from illegal restraints of trade, wholly 
to efficiency or enterprise. This edge was ruth- 
lessly used to drive out competitors. 


ther price in 
profit resulting from his sales to 
field A&P was al 
pet tive edge 


unrel ited 


The discriminatory pattern was the 
chase of fruits and produce. 
through Atlantic Commission Company, a wholly-owned 
subsidiary known as Acco. This subsidiary appeared in the 
market in multiple inconsistent roles. It was selling agent for 
shippers at the same time that it was buying agent for A&P. 
\t one and the same time it was required by its fiduciary 
obligations to sell for the shipper at the highest possible 
and to buy for A&P at the lowest possible price. 
Employed and paid to serve many masters, but actually 
faithful only to A&P, Acco was able to obtain for A&P 
preferential prices and also to collect brokerage from the 
trade which went into A&P’s coffers. The District Court 
characterized Acco as a “rotten thread” running throughout 
the fabric of A&P’s business operations. 

These are but a few of the unlawful practices of which 
A&P has been found guilty in the criminal case. As the 
Court said, “The inevitable consequence of this (A&P’s) 
whole business pattern is to create a chain reaction of ever- 
increasing selling volume and ever-increasing requirements 
and hence purchasing power for A&P, and for its com- 
petitors hardships not produced by competitive forces, and, 
conceivably, ultimate extinction.” 


same in A&P’s pur- 
AXP purchased its produce 


price 


AXP’s prices to the consumer are not uniform and depend 
upon its plans for the particular area. In some areas it 
took planned losses which it recouped through higher prices 
in other areas. Whenever AXP selected a competitor as 
its target its policy was to reduce selling prices below cost 
in that area and to recoup its below cost losses by raising 
its selling prices elsewhere. ‘Thus Mrs. Jones in Dallas 
may have bought at low prices at the expense of Mrs. 
Brown in Portland whose prices were raised to cover the 
Dallas And this did not happen only in isolated 
stores or in just a few instances. A&P’s own records show 
that planned losses had been taken simultaneously in as 
many as 30% of A&P’s 6,000 stores at the expense of cus- 
remaining 4,200 stores. The Court held in 
criminal case that these loss operations were a part of 
a deliberate, planned, year in year out A&P business policy. 

AXP stores are operated in seven separate divisions, each 
with its own president and operating staff. This policy 
of selling below cost in selected areas and recouping the loss 
in non-competitive areas was carried out under the direction 
of the top holding company in New York. For example, 
in 1939 two entire A&P Divisions, the New England and 
Atlantic Divisions were deliberately assigned minus or loss 
operating rates. Since A&P's policy was to make a profit 
share of capital stock, the other five Divisions 
were required to make up this loss. That, of course, meant 
that they were required to charge higher retail prices. 

Expressed in dollars, the New England Division was au- 
thorized to lose $15,000 per week or $780,000 for the year. 
In order to make up that loss and the planned overall profit 
ratio ot the system the total subsidy for the New England 
Division was $1,221,000. Similarly, the Atlantic Division 
was authorized to lose $11,000 per week or $572,000 for 
the year. To make up that loss and the planned overall 
profit ratio of the system the total subsidy for the Atlantic 


ke mses, 


tomers in the 
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Division was $1,015,000. Thus, in 1939 five Divisions of 
A&P subsidized two other Divisions to the tune of $2,237,- 
OOO. 

The New England Division by means of those planned 
losses was scheduled to increase its sales during 1939 ten 
per cent over 1938. The final results showed an increase of 
9.4 per cent over 1938, or an almost perfect accomplishment 
of A&P’s goal in that area. The year 1939 is typical of 
A&P operations. 

Of course, had A&P achieved this increase in volume by 
more efficient operation and better selling methods we would 
not complain. But such deliberate operations in the red 
to eliminate competition is one of the oldest types of viola- 
tion of the anti-trust laws dating back to the time of the 
old Standard Ojil trust. 

Incidentally, I noticed that in one of its advertisements 
A&P takes its hat off to a grocer in Waynesboro, Georgia, 
because he says he likes to have A&P as a competitor. | 
wonder if he would have had the same feeling of com- 
placency about A&P if A&P had decided that he had no place 
in the grocery business and gave him the Richmond treatment. 
This treatment can best be described in A&P’s own words. 
I quote from a letter written by an A&P official to the 
manager of the Richmond warehouse. It is a part of the 
record of the criminal case and reads as follows: 


“T certainly don’t think that the Sanitary next door 
to you at Carey Avenue is a competitor and the hotter 
we can make our program the quicker this outfit will 
realize that they have no place in the super-market busi- 
ness in Richmond.” 


A&P was in a position to make that threat good as the 
Court said, and I quote: “There is evidence in this record 
of how local competitors were quickly eliminated under the 
lethal competition put upon them by A&P when armed with 
its monopoly power.” 

Attorney General J. Howard McGrath has stated that 
the purpose of the present civil suit is to prevent the con- 
tinuation of those unlawful practices. The public record 
of A&P’s business conduct amply demonstrates that injunc- 
tive relief alone would not be sufficient to bring an end 
to A&P’s violations of the Sherman Act. A&P has made it 
clear that it is incapable of abandoning its predatory activi- 
ties merely because a court orders it to do so. 

In January of 1938 an order was issued directing AXP 
to cease and desist from its practice of demanding discrim- 
inatory rebates and price preferances. ‘The United States 
Court of Appeals upheld the order and the Supreme Court 
refused to consider A&P’s appeal. Yet in the criminal anti- 
trust case the Federal courts found beyond all reasonable 
doubt that, as a matter of deliberate policy and in flagrant 
disregard of the 1938 order, AXP had continued to extort 
such price preference from its sources of supply. 

Let me give you another example from the public record. 
In 1948 a Federal Grand Jury sitting in Chicago returned 
two indictments involving, among other things, the payment 
of discriminatory cash rebates to A&P by two milk dis- 
tributing companies—in violation of the Robinson-Patman 
Act. These indictments allege that in 1942, the year in 
which the criminal anti-trust case against A&P was insti- 
tuted, A&P received $130,000 in secret cash rebates on its 
purchases of milk in the Chicago area alone. 

The Grand Jury found that A&P continued to receive 
discriminatory rebates year after year as the criminal anti- 
trust case was being fought in the courts. It collected 
total of $1,200,000 from these two milk companies in Chi- 
cago during the period from 1942 through 1947. In 1946, 
the year in which the District Court returned its verdict of 
guilty against A&P in the criminal anti-trust proceedings, 
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A&P’s secret rebates from these two companies alone 
amounted to $244,000. In 1947, while the appeal in the 
anti-trust case was pending in the Court of Appeals, the 
Grand Jury charged that AXP collected $313,000 in secret 
rebates just from these Chicago milk purchases, an amount 
almost twice as great as $175,000 in fines that A&P eventu- 
ally paid for its anti-trust violation. 

Surely, in the light of this record, it would be folly to 
assume that A&P can now be expected to conform its con- 
duct to the law if the courts merely issue an injunction 
against it. I would fail in my duty to enforce the anti-trust 
laws if I were to represent to the court that such a decree 
would be effective. 

I have therefore informed the court in the formal allega- 
tions of the civil complaint against A&P that these defend- 
ants, and I quote the complaint, 


“Have successfully frustrated a series of attempts by 
the Federal Trade Commission, various Federal Courts, 
and the Congress of the United States, over a period of 
many years, to require defendants to regularly buy on 
terms proportionately equal to those on which defendants’ 
competitors regularly buy”; 


For this and other reasons which will be adduced at the 
trial, I have felt compelled to ask that further steps be taken 
to remove the power—which A&P has so persistently abused 
—to destroy competition. 

To accomplish this in accordance with long-settled anti- 
trust principles, among other things we have requested in 
the civil case (1) separation of A&P into seven independent 
chains in accordance with its present seven divisions; (2) 
dissolution of the Atlantic Commission Company; and (3) 
divorcement of A&P’s manufacturing and processing oper- 
ations from its retail operations. 

A&P at present has approximately 6,000 retail stores. 
These stores are divided into seven territorial Divisions. 
Each Division has its own President and operating staff. 
Centralized control of all of A&P’s policies is now vested 
technically in these Divisional Presidents who meet quarterly 
with John and George Hartford, who own 99.97 per cent 
of the stock of A&P, to discuss policy matters. In actuality, 
however, the Divisional Presidents hold office at the pleasure 
of these two owners who dominate the policy-making meet- 
ings. 

The Government asks that each of the seven existing 
Divisions of A&P be made independent so that their buying 
power cannot be massed to coerce suppliers to grant prefer- 
ential rebates to A&P. This independence will also prevent 
the manipulation of one Division for the purpose of knock- 
ing out competition in another. These independent chains 
will follow the same breakdown which A&P has itself 
adopted for administrative efficiency. Since each of these 





The Anti-trust Laws and the A & P Case 


FOR THE A & P COMPANY 






new organizations will consist of some 850 retail stores and 
the warehouses from which they are now supplied, they will 
be able to bring to consumers the maximum savings of mass 
distribution. 

In seeking the dissolution of Acco the Government is at- 
tempting to eliminate an instrumentality of A&P whose 
conduct the Court said was so odorous over the years that it 
permeated and tainted the entire structure of the A&P 
system. 

The Government also seeks to divorce AXP’s manufac- 
turing and processing activities from its retailing business. 
This is not because we believe that there is anything illegal 
in a retailer's ownership or control of manufacturing sub- 
sidiaries. It is because A&P has demonstrated that it will 
not use its subsidiaries in a lawful manner. The purpose of 
this relief is to terminate the use of these manufacturing 
subsidiaries as clubs with which to extort discriminatory re- 
bates from suppliers. 

I wish to make it clear that the aim of this case is to 
restore active and vigorous competition to the food industry. 
The remedies we seek will not impair efficiency. Rather, 
they should make for greater efficiency by increasing com- 
petition. 

Nothing in the relief we seek portends any of the dire 
consequences so irresponsibly forecast in A&P’s advertise- 
ments. This case will not “destroy” A&P. It will not re- 
sult in the closing of a single AXP store. Not a single AXP 
employee should lose his job. Not a single landlord renting 
real estate to A&P should lose a tenant. Not a single hauler 
providing A&P with trucking services should lose his liveli- 
hood. Not a single farmer, food processor, or manufac- 
turer selling to AXP should lose his outlet. The Nation’s 
food bill will not be raised. 

Instead A&P will be unable to procure preferential re- 
bates from suppliers. Consequently the price of merchandise 
sold to A&P’s competitors will be reduced. Fair competi- 
tion will then operate to pass these reductions on to con- 
sumers. The more than 90° who buy from A&P’s com- 
petitors as well as the A&P customers in areas used to sub- 
sidize A&P’s stores being deliberately operated at a loss to 
eliminate competitors—in short the vast majority of the 
American public will benefit. 

Our society has sought through vigorous enforcement of 
the anti-trust laws to maintain competition as a means of 
securing better products and lower prices. ‘The purpose of 
the A&P case is to insure the operation of this principle in 
the grocery field. 

If this were a novel approach to the anti-trust laws, I 
would believe that it is high time that it be taken. How- 


ever, there is nothing new raised by this case against A&P. 
It is within the traditional spirit and intent of our anti- 
trust laws. 


By JOHN C. BRENNAN, Vice President and Secretary, Middle Western Division, 
The Great Atlantic & Pacific Tea Company 


Delivered before the 64th Annual Convention of the Association of New York State Canners, 


ENTLEMEN: It is good to be with you today. I 
appreciate the opportunity to meet with you men 
who have such a deep interest in our national econ- 
omy and discuss generally the implications of the anti-trust 
suit that has been brought against A & P. 


Buffalo, N. Y., December 9, 1949 





I would like to say, in the beginning, that 


I cannot, of 
course, speak officially for the company. I am sure you can 
understand the reasons for that. We are now in court and 
only legal counsel can speak for us officially. So I would 
appreciate it if you would look upon my remarks as the 
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observations of one who has spent practically his entire 
business life in the A & P organization; who is familiar with 
its practices and policies, and has, of necessity, been very 
close to, and very much concerned with this case. 

I think it will be helpful if 1 refresh your memory about 
the origins of the suit against A & P, and what has happened 
so far. 

Back in the 1930's, you may recall, there was quite an 
outbreak of anti-chain store agitation throughout the coun- 
try. This culminated with the introduction by Representa- 
tive Wright Patman of Texas of a chain store tax bill in 
the national Congress, which would have put all of the 
national chains out of business. 

In 1940, the Ways and Means Committee held public 
hearings on this proposed bill. They lasted six weeks. After 
the proponents of the tax had produced before the committee 
20 witnesses, practically all of whom were business com; 
petitors of the chains, the opponents of the bill arrayed 159 
witnesses, of whom only 11 were chain store men. These in- 
cluded 65 farmers and, representatives of farm organizations, 
8 prominent labor leaders, 50 representatives of manufac- 
turers’ organizations, manufacturers and marketing authori- 
ties, as well as representatives of consumer organizations, 
real estate boards and others. It became increasingly apparent 
as the hearings proceeded that the proposed legislation was 
avainst the interest of millions of workers, consumers and 
agricultural producers throughout the country. The result 
was that the bill died in committee. 

The American people obviously had decided that they 
liked the chain stores and did not want to see them put out 
of business. 

‘The enemies of the chains announced that since they had 
failed on the legislative front, they were going to go to the 
Department of Justice to see if they could get some relief 
on the legal front. 

Subsequently, Thurman Arnold, who was then head of 
the anti-trust division, announced an investigation of the 
food industry. He said that this investigation was not going 
to be a witch-hunt but was simply designed to find out 
whether there were any factors or practices in the food in- 
dustry that tended to raise prices to the public. 

A & P agreed to cooperate in this investigation and gave 
the anti-trust division full access to its files. This was done 
with the understanding that if Mr. Arnold found anything 
wrong with our operations, he would give us an opportunity 
to correct it. 

The anti-trust lawyers spent two years fine-tooth-combing 
all of our records. Then, in 1942, a rumor appeared in the 
trade press that the anti-trust division was planning to bring 
action against the company. At this point, A & P reminded 
Thurman Arnold of his agreement to give us an opportunity 
to remedy any defects in our pattern of operations. Mr. 
Arnold replied that the only thing that would remedy the 
defects would be to break up the company. 

The anti-trust division then went on to obtain an indict- 
ment in Dallas, charging criminal violation of the anti-trust 
laws. Judge Atwell, who presided over the Dallas court, 
sustained our demurrer and threw the indictment out of 
court, saying that it contained inflammatory statements 
which he would not permit to come before a jury. He said, 
among other things—and here I quote—‘If I thought I was 
presiding over a court and I might have to sentence some 
person because he was a great big fellow or because he was 
a Liliputian I would feel like resigning. God knows we 
don’t want it ever to occur in America that size is going 
to determine whether a man is guilty or innocent.” 

The anti-trust lawyers appealed this decision to the Cir- 
cuit Court in New Orleans. There the judges agreed that 
the indictment was faulty—that many of the allegations 





had no place in a legal document—but by a 2 to 1 decision 
they decided that Judge Atwell could remedy that by strik- 
ing out the faulty allegations. 

When it was apparent that the Dallas case was not going 
to the liking of the anti-trust division, they suddenly dropped 
(nolle prossed) that case and simultaneously filed a criminal 
information, making all the same allegations, in Danville, 
Illinois. 

The case in Danville took six months and was tried with- 
out a jury. Eventually, in September of 1946, Judge Lind- 
ley handed down a decision finding us guilty of violating the 
Sherman Act. 

I would like to emphasize at this point that Judge Lind- 
ley’s decision was not a strong one—I mean strong in the 
sense of condemning A & P’s setup or practices. He pointed 
out that violations of the Sherman Act are not crimes in the 
ordinary sense of the word, but are economic offenses that 
have no relation to the moral turpitude of the defendants. 
He said that the job we have done in distributing billions 
of dollars worth of food at a profit rate of 1% cents on 
each dollar of sales is one in which we might well take pride. 

He indicated that most of A & P’s acts of which the 
government complained, standing alone, might well be en- 
tirely legal. He did not make any conclusive findings on 
most of the government’s allegations. But he did condemn 
the dual role of our fresh fruit and vegetable buying sub- 
sidiary, the Atlantic Commission Company, whereby this 
organization acted both as a representative for us in buying 
produce, and as a representative for farmers in selling prod- 
uce to the trade. He said that the activities of ACCO 
made all the other activities of A & P illegal. 

Now, I guess there never was a company that lost a suit 
that didn’t still protest its innocence. But I would like to 
point out one thing with respect to the Danville trial. As 
you know, every business has certain standard practices that 
are peculiar to that business. These practices have usually 
grown up over a period of years as a result of the industry’s 
combined efforts to solve existing problems. The trade prac- 
tices of one type of business often may seem strange to 
someone engaged in another type of business; but when you 
get to the bottom you usually find that there is a good rea- 
son for them. But in the Danville trial, Judge Lindley re- 
fused to permit the defense to enter any evidence regarding 
these trade practices. He said that he didn’t care if every- 
one else in the food business was doing all the things that 
A & P was accused of doing. His only concern was whether 
we indulged in the alleged practices, and whether in his 
mind they added up to restraint of trade. 

In other words, the entire trial was conducted in a vacuum 
in which no realistic picture of trade practices, nor any dis- 
cussion of the economics of the case were permitted to enter. 

At any rate, we immediately appealed to the Circuit Court 
in Chicago, and on February of this year a decision was 
handed down, written by Judge Minton, which upheld 
Judge Lindley’s decision. 

We could have carried our appeal to the Supreme Court, 
but we had already spent millions of dollars in lawyers’ fees, 
and the case had dragged on for years, taking a great deal 
of the time of company executives. It was decided that the 
intelligent thing to do was to pay the fines—$175,000 worth 
—and get back to our business of selling groceries. 

I would like to emphasize at this point that actually there 
was no requirement for the company to do anything further 
about this whole matter. We had been found guilty of 
violating the law and we had paid our fines. The only thing 
that we had to do was to review our activities and modify 
our practices so that we could not possibly be charged with 
this offense again. We did this. But then we went a step 
further. We wanted to be absolutely sure that there was 
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no question in anybody’s mind that our operations were en- 
tirely legal and ethical. 

So we decided to go to the anti-trust lawyers and ask 
them what they thought we should do to conform to the 
court decisions. 

We were encouraged to do this by the fact that neither 
the Danville nor Chicago decisions indicated the need for 
any change in the company’s structure. Also, all during the 
trial the anti-trust lawyers had insisted that they had no 
objection to the fact that A & P was big, or that it engaged 
in manufacturing as well as retailing. They said they only 
objected to certain alleged illegal practices. 

So, our attorneys, in good faith, went to Washington to 
_find out what the company should do to satisfy the anti- 
trust division. There were rather prolonged negotiations 
that I won’t go into, except to say that we could never get 
out of the anti-trust division exactly what practices they 
wanted us to abandon. The anti-trust lawyers kept asking 
us to suggest changes, and then when we did, the answer 
would be—“that will not solve the problem. Try again.” 

Those negotiations were still in progress on September 
15th, when the current civil suit was filed. 


* * * * 


Well, that’s the story of all the things leading up to the 
present suit. Now let’s consider what this civil suit is all 
about. 

The new complaint cites the fact that A & P had been 
found guilty of conspiring to monopolize a part of the food 
business of the United States, and of unduly restraining 
trade. It makes a series of allegations similar to those made 
in Dallas and in Danville, and it says that those alleged 
practices have continued since the time of the Danville trial. 

I will not go into all these allegations at this point, but 
briefly—and stripped of all the legal phraseology—they boil 
down to three major charges: 

First and foremost, that we used our buying power to 
force suppliers to give us special price concessions not avail- 
able to other buyers. 

Second, that we engaged in price wars in certain areas; 
that in these areas we operated our stores at a loss to gain 
a desired share of the food business, and that we made up 
these losses with profits from high prices charged in other 
areas where the company had weak competition. 

Third, that we took the profits from our manufacturing 
operations and used those to subsidize our retail operations. 

The net effect of all of these practices, according to the 
anti-trust division, was that we were able to consistently 
undersell and to hurt the business of, frequently put out of 
business, competing grocers. 

I don’t have either the time or the legal knowledge re- 
quired for a detailed discussion of these allegations. For 
those of you who are interested in all the details, I think 
that the most clear-cut and simple analysis of the case from 
the legal angle is one that appeared in the May issue of 
the Yale Law Journal; and from the economic angle, one 
that appeared in the May issue of the Harvard Quarterly 
Journal of Economics. I will be glad to send copies of these 
articles to anyone who would like to have them. 

But, I would like to give you briefly our general attitude 
towards these charges. 

First, I would like to emphasize, again, that only one of 
these alleged types of activities is illegal in itself. Admittedly, 
if we, or any other buyer, knowingly forced suppliers to 
give us special price concessions which they would not make 
available to comparable buyers, we would be violating the 
Robinson-Patman Act. 

But, as you gentlemen, know, that, too, is a very vague 
law and it is practically impossible for any buyer ever to be 





sure that he is not getting special price preferences. We 
deny, of course, that we ever knowingly violate that law. If 
you will study the court records, the contract forms we 
prepared, the instructions we gave to our organization, you 
will know that we made every effort to abide by that law. 
But without constant access to the books of every supplier, 
we could never be sure that they were not giving us a price 
concession that they were not giving to others. 

As a matter of fact, Judge Lindley said in his decision— 
and here I quote—“I doubt if any judge would assert that 
he knows exactly what does or does not amount to violation 
of the Robinson-Patman Act in any or all instances.” 

Certainly, if a judge feels that way, it leaves any business 
organization, even operating under advice of legal counsel, 
in a confused and uncertain position. 

So I say to you, with full knowledge of A & P’s policies, 
that it has always been our policy and practice to abide by 
the Robinson-Patman Act, as well as other laws governing 
business. 

As far as our buying policies are concerned, we admit that 
our buyers are skilled traders, who try to get every legal 
advantage to which they are entitled—but no more. The 
suppliers that A & P is alleged to have coerced are pretty 
big boys, too—well able to take care of themselves in the 
give and take of the food trade. None of them have to sell 
to us. All voluntarily seek our business. The fact that these 
suppliers are coming to our defense now is pretty clear in- 
dication that our relations with them have been good and 
that they have found our business profitable. 

As a matter of fact, any economist will tell you that the 
competition between buyer and seller is a healthy part of 
the entire American competitive system. The effort of buy- 
ers to keep the prices they pay down, is just as important 
to competition as is the existence of competition between 
various sellers. 

As far as the manufacturing operations are concerned, 
A & P admits that it manufactures food, not to make manu- 
facturing profits, but to enable it to sell quality food to its 
customers at lower prices. There is, of course, nothing in 
any way illegal about this. Even the anti-trust lawyers 
admit this. They say they are opposed to A & P’s manufac- 
turing operations only because we use the profits realized 
here to finance the alleged price wars, which they claim are 
designed to destroy competition. Actually, the manufactur- 
ing profits about which the anti-trust division is so concerned 
are a fiction. They just don’t exist, since you can’t make a 
profit by selling to yourself. A tire company, for instance, 
may go down to Brazil and buy crude rubber, bring it up 
to this country, process it, make it into tires and then sell 
the tires. It cannot be said to have made a profit on the 
processing of the crude rubber. In much the same way, 
there is only one real profit in A & P, and that is when we 
sell groceries to our customers. 

As far as the alleged price wars are concerned, regardless 
of what any lawyer or judge says, we know there is abso- 
lutely no basis for the government’s charges. Of course, the 
food business is a highly competitive business; and, of course, 
A & P tries to keep its prices in line with those of compe- 
tition everywhere. And some of our stores are in the red 
from time to time, either due to competition, or bad man- 
agement, or lack of volume, or any one of a variety of 
causes, with which you’re all familiar. This is particularly 
true in a business such as ours, where we operate on such 
a narrow margin. Our gross profit rate, including salaries, 
transportation, rent, advertising, light and all the other ex- 
penses involved in selling food, is only about 14 per cent. It 
doesn’t take much in such a setup to upset the balance and 
change a profit into a loss. 

But we have never intentionally operated stores in the 
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red to destroy competition, or for any other reason, and have 
always had a firm policy against below-cost selling. 

And while we have furnished pretty tough competition 
for many grocers, just as they have been tough competition 
for us—it has been clean competition. ‘The best evidence of 
that is the fact that so many of the company’s competitors 
have publicly advertised in recent weeks the fact that they 
are on our side in this fight. Certainly they would not be 
doing this if we were using our power to crush competition 
wherever we encountered it. 

‘The whole argument about A & P destroying competition 
collapses when you look at the position we occupy in the 
food field. ‘Today, we have more competitors—both chain 
and independents—than we had 10 years ago. ‘Today we 
do a smaller share of the nation’s food business than we did 
10 years ago. Not only is there nothing approaching monop- 
oly in the food field, but it is actually impossible to achieve. 
It's too easy to open a grocery store. ‘There are too many 
sources of supply and there are too many potential customers. 
It is the most competitive business in the country. Many 
grocers succeed. Many grocers fail. ‘Their success or their 
failure is due to their own ability or lack of it. An efficient 
grocer can compete successfully with A & P or anyone else. 
An inefhicient grocer can’t compete with anybody. 


* * * 


So much for the charges. What is the penalty? 

‘The anti-trust lawyers say that the purpose of this suit is 
not to punish A & P, but rather to enjoin it from engaging 
in illegal practices. 

‘They say that this suit will not close a single A & P store. 
‘They say that our seven retail divisions already operate 
pretty autonomously, and that all this suit will do will be 
to make that autonomy complete. That, of course, is a very 
persuasive argument, but unfortunately it just isn’t true. 

Maybe | am over-simplifying the matter, but it seems per- 
fectly clear to me that if the anti-trust division wins this 
case—it they get all they ask from the court—it will mean 
the end of A & P. 

All you have to do is read the prayer for relief and you'll 
see why this is so. 

First, they ask that the court order us to dispose of all 
our factories to new owners, 

Next, they ask the court to order us to close our central 
buying offices and dissolve the Atlantic Commission Com- 
pany. 

Next, they ask the court to order us to sell each of our 
seven divisions to new owners. None of the new owners of 
any divisions can have anything to do with any 


other division, nor can they have anything to do with any 
ot our factories. 


of these 


Most important of all, the present owners and manage- 
ment of A & P cannot have anything to do with any of 
these parts which are sold off. That means John Hartford, 
George Harttord, David Bofinger, the company president, 
and all the other company officials who were among the de- 
fendants at Danville. 

kvery business’s policies and practices grow out of two 
things—tradition and management. This is particularly true 
in the case of A & P, which has, from the beginning, been 
owned and managed by two generations of the Hartford 
family. You all know how they have dominated the A & P 
picture. When you eliminate them and the men they have 
developed from the scene, you have made much more than a 
simple change of management. 

Now maybe I’m wrong, but frankly, what's left doesn’t 
look like A & P to me. While there will probably be some 


food store operating where A & P now stands, it won’t be an 
A & P store. 


And yet the anti-trust lawyers say that all this case is 
designed to do is to “enjoin” us from continuing illegal 
practices. 

* @ & 


Of course, this raises the question of whether such drastic 
relief is necessary. Even assuming that we have engaged in 
these alleged activities, is it necessary to put the company 
out of business in order to remedy this situation? 

We don’t think so. Here’s a company that started 90 
years ago with one store. It has grown to its present size be- 
cause all through that period it offered the American public 
good food at low prices. For no one can deny that if A & P 
is big, it is only because the American people made it big. 
This company not only has a great record of public service, 
but it has a record extending back many years of law- 
abiding, ethical performance. All you have to do is to look 
back to the black-market days of World War II and re- 
member how we practically went out of the meat business 
and the coffee business, and many other lines, simply be- 
cause we would not engage in black-market activities in any 
way, regardless of how many were doing this. 

This company, which I know has always had the strictest 
standards of fair, honest dealing, has been found guilty of 
violating what is admittedly a very vague law. It has been 
found guilty on the basis of an entirely new interpretation 
of that law. The anti-trust division says it has no objection 
to the size of this company, nor to its integration, but only 
to the alleged illegal practices. ‘The company has offered to 
modify those practices. 

Judge Lindley said that ACCO’s dual role was the thread 
that tainted the fabric. After the Chicago decision, A & P 
voluntarily abandoned that dual role. We changed other 
practices, as well. And if there remain any practices which 
the anti-trust lawyers feel restrain trade, they could either 
get us to modify those practices voluntarily, or could ask the 
court to enjoin us from engaging in them. In other words, 
the anti-trust lawyers have adequate and effective methods 
for cleaning up anything that’s wrong with A & P. 

Why, then, does the anti-trust division insist that the only 
remedy is the complete dissolution of our company? 

The only conclusion I can draw, and this is based on the 
whole record of the company’s negotiations with the anti- 
trust division, is that they never had any desire to seek 
relief or to remedy any wrong-doing on the part of A & P 
or to increase competition in the grocery business. Their 
desire from the first has been to eliminate us as a competitive 
factor, either because they honestly believe that any com- 
pany this big is dangerous and must be destroyed, or in order 
to satisfy, for political reasons, the demands of the small 
business groups and their spokesman in Congress who de- 
manded this action, or both. They have never been inter- 
ested in preserving competition, which was the intent of the 
anti-trust laws, but in protecting competitors—which, of 
course, is just the opposite. 

Now, this is a very serious matter that affects every 
American citizen, and certainly every American business- 
man, regardless of whether he has any dealings with A & P 
or not. I want you to believe that I am perfectly sincere— 
that | am not trying to drag any red herring across trail— 
when I say that this suit has implications reaching far be- 
yond the immediate question of how A & P operates. 

The anti-trust lawyers insist that they are not trying to 
do anything here except make A & P obey the law. They 
say that they have no intention of launching any attacks on 
other chain stéres, or big businesses in general. How sincere 
they are in that statement I am not in a position to say. I 
do know that A & P’s two largest competitors were charged 
with practically the same allegations with which we are here 
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charged, and that they chose not to contest the charges and 


paid fines. It would seem at least possible that successful 
action against our company might result in similar action 
against them. 

But assuming, for the moment, that the anti-trust lawyers 
are perfectly sincere and that they have no intention of using 
this case to clear the way for other cases, we still must 
recognize that they have set in motion a force which they 
cannot control. If they win this suit, there is absolutely no 
question but that a legal precedent will be established. A 
new interpretation of the anti-trust laws will be on the books 
that can successfully be used in the future, either by these 
anti-trust lawyers or their successors, to attack any business 
which buys cheaply, sells cheaply, pursues an aggressive sales 
policy and grows big in the process. 

I think it’s important to remember that this suit, if suc- 
cessful, will establish a pattern that can be applied to other 
industries far removed from the retail grocery field. 

For example, I would like to quote from the two publi- 
cations I referred to before—the Harvard Quarterly Journal 
of Economics says: “If A & P’s price-cutting is illegal, then 
most price competition where profit margins are narrow, is 
illegal.” 

And in the same vein the Yale Law Journal says: “The 
general broadside against A & P’s reduction of gross profit 
rate is a direct attack on the competitive process.” 

The whole problem was pretty well summarized by 
Newsweek magazine in a recent article on the A & P case, 
which you may have read. Here’s what Newsweek had to 
say about the subject: 


“he anti-trust laws, from the Sherman Act to the 
Robisison-Patman Act, are vague, indefinite, and in some 
aspects virtually contradictory. They are subjejct to a 
wide latitude of interpretation by government agencies 
and by the courts. 

‘Many businessmen have protested against this vague- 
ness and have called for a thorough overhaul of anti-trust 
legislation. Some corporation lawyers concede, however, 
that vagueness is unavoidable. They say you cannot de- 
fine anti-trust violations precisely and that each case must 
be interpreted by the courts on its own merits. 

“As a result it is possible for government agencies en- 
forcing the laws to follow economic theories and beliefs 
which were not in the mind of Congress when the laws 
were passed. And most courts have been showing a de- 
cided tendency to back the government’s judgment in such 
involved matters. 

“This has given the Federal Trade Commission and 
the Justice Department—and the economists shaping their 
policies—a relatively free hand in applying their own 
private theories to shape the future economic system of 
the country.” 


How can any businessman feel safe in the confused pic- 
ture that this A & P case presents? A company can go along 
for 75 or 80 years, safe in the knowledge that it is abiding 
by the law. And then suddenly, on the wings of a new anti- 
trust theory, it can find itself outside the law. And when 
it is brought to trial, all the things it did before, that were 
considered legal at the time, will be used against it. 

If you study the record of the A & P case you will see 
that the government introduced as evidence many, many 
examples of the company’s pressure on suppliers for special 
price concessions extending back to 1925, which was long 
before the Robinson-Patman Act was passed, and long before 
any such activities could be considered illegal. And long 
before, too, any court had made any decision on the anti- 
trust laws that would furnish the basis for this attack on 
A & P. In other words, things tnat we did years ago that 





were perfectly legal then, are being used to help convict us 
under the new interpretation of the law now. 

1 don’t honestly see how any merchant—certainly not any 
large-scale merchant—can sately follow an aggressive sales 
policy without fear of attack. After all, where does compe- 
tition end and restraint of trade begin? ‘lhe answer is: 
Where any judge says it does. And judges are showing a 
tendency to go along with the thinking of the anti-trust 
division. A .logical extension of the anti-trust theory here 
would mean that any time any merchant got a buying or 
selling advantage over a competitor, he would be restraining 
the trade of that competitor. 

I ask you, gentlemen, how any large company can safely 
stay within the anti-trust laws when court decisions vary so 
widely in their interpretations of these laws. 

Just to take our own case, for example. | have already 
pointed out to you how Judge Atwell in Texas, in consider- 
ing these same allegations, decided that there was absolutely 
no basis for action against us, and yet the anti-trust lawyers 
could go 600 miles away and find another judge who would 
give an opinion in their favor. 

Once, down in Washington, we were accused, along with 
some labor unions and other chains, with conspiring to raise 
the price of bread in that city. 1 think you will admit that 
these were certainly very damaging allegations that could 
seriously hurt our standing with our customers. And yet 
Federal Judge Allen T. Goldsborough after listening to all 
of the government's arguments, dismissed the case against 
us. He said—and I quote—‘‘If | were to show this record 
to any experienced lawyer in the world he would tell you 
there was not any evidence at all. Honestly, | have never 
in all my forty years’ experience, seen a case that was as 
absolutely devoid of evidence as this.”’ 

That was in 1942. In 1943 they indicted Atlantic Com- 
mission Company, our fruit and vegetable buying subsidiary, 
in Wilson, North Carolina, charging that we, along with 
some fertilizer and potato buying tried to 
monopolize a part of the potato trade. 

Again a federal judge did not think there was enough 
evidence to even let it get to a jury. Judge C. C. Wyche, 
in dismissing this indictment, said in part—and here | quote 
again—“You cannot make bricks without straw and you 
cannot make a case without facts.” 

Now, there we have a very interesting record. Three 
times the anti-trust lawyers made very serious charges 
against A & P. They not only made them in court, but 
they saw that they were well publicized. Each time those 
charges hurt our business and hurt our reputation with the 
public. And yet each time federal judges said that there 
was absolutely no basis for the charges or the suit. The 
fourth time they found a judge who agreed with them. 

Now, what I am trying to point out is the terrible un- 
certainty under which businessmen must operate in view of 
this confused state relating to anti-trust laws. No one can 
be absolutely certain that he is not violating the law until 
a judge tells him so. Even advice of legal counsel is no as- 
surance that you will not be found outside the law. 

You have probably noted that there has been much dis- 
cussion and concern in Congress with the meaning of the 
anti-trust laws. Only recently the Secretary of Commerce 
announced plans for a committee to recommend a program 
that would clarify this whole situation. In announcing this 
action, the Secretary said—and I quote—“That, while most 
businessmen want to obey the law and try conscientiously to 
do so, there is much unnecessary confusion at present as to 
what the law prohibits and what it permits.” 

One of the puzzling aspects of this anti-trust case is that 
the anti-trust department now seems to have adopted a 
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philosophy of making charges which they admit they cannot 
prove, and of convicting you on the basis of those charges. 

In the Danville case, even though the anti-trust lawyers 
had complete access to all of the company’s records and 
minutes and correspondence, they produced no evidence of 
the alleged conspiracy to monopolize the food business, or 
to restrain trade. Instead, they came into court and frankly 
said they could produce no such evidence; they said that 
conspiracies can rarely be proven because they are usually 
hatched in the dark; and they asked the court, therefore, to 
deduce from A & P’s course of action that such a conspiracy 
existed, even though our expressed policies clearly indicated 
no conspiracy. 

Now, in their new complaint, with respect to their allega- 
tions regarding our forcing suppliers to give the company 
special price concessions, they say that “it is now, or will 
soon become, virtually impossible for federal enforcement 
agencies to adduce proof that defendants have coerced buy- 
ing preferences.” 

In other words, they are asking the court to find us guilty 
of something which they admit they may not be able to prove. 

All these things together seem to me, although I must 
admit my ignorance of the law, to give the anti-trust divi- 
sion latitude in its prosecution of businessmen that consti- 
tutes a far cry from our old basic conception that anybody is 
innocent until proven guilty. beyond reasonable doubt. 


* * * * 


Well, what is the outlook for this A & P case? 

The initial reaction on the part of the public has been 
very much on our side. 

We have had literally thousands of favorable editorials 
from newspapers in all parts of the country, and in small 
towns, as well as large cities. 

We have had many thousands of letters from men and 
women all over the country. They all want to help. Sup- 
pliers are writing to their Congressmen. Housewives want 
to stand in front of the stores and get petitions signed. 
People have even sent in money to build a defense fund. 
Even many of our competitors are telling us they’re on our 
side. 

A recent poll made by one of the leading national public 
opinion polling organizations, showed that 78 per cent of 
the people in this country know about this suit against 
A & P. This, I understand, is just about the highest figure 
of public awareness of any major issue in the history of polls. 

The most important thing that the poll showed, however, 
was that the public is 2% to 1 against breaking up A & P. 

In other words, I think it is safe to say that we have won 
the first round in this fight. But it’s a long fight. 

The anti-trust division has been busy telling its story, 
too. Anti-trust lawyers have been making speeches. They 
are repeating all the allegations against A & P at every 
opportunity. 

They are writing to all Congressmen who query them 
about this case, and to all people who write to them about 
it, giving a background of the case that sounds pretty bad 
for A & P. They throw in such words as “vicious,” “preda- 
tory,’ “black-list,” “boycott,” “price wars,” and others to 
make us truly sound like criminals. And, of course, they 
support that by saying that the company was criminally con- 
victed of violating the Sherman Act. Now I would like to 
make this point very clear. The anti-trust lawyers are try- 
ing to give the impression that this civil suit is necessary 
because we lost the suit in Danville. In other words, they 
say A & P was found guilty of violating the law and this 
suit is simply designed to see that they obey the law. That 
is not the case at all. 


Danville is over and done with. We were tried, found 
guilty and paid our fines. There is nothing in the Danville 
decision, or in the Chicago decision, that calls for this suit 
to destroy A & P. This is an entirely new case. What the 
court is concerned with here is mot whether we engaged in 
various alleged illegal activities from 1925 to 1941; but 
whether we are violating the law today, and whether it is 
necessary to break up this company to prevent such violations. 

Unfortunately, the average, person’s understanding of the 
anti-trust laws is even vaguer than the laws themselves. As 
a result, the anti-trust lawyers are able to confuse the issue 
with a lot of legal double-talk. They say they are not op- 
posed to A & P’s bigness. And yet they asked the court to 
destroy that bigness. 

They say they are not opposed to A & P’s manufacturing 
operations; and yet they asked the court to order us to get 
rid of our manufacturing operations. 

They say they are not opposed to our low prices; and yet 
the very heart of their case is the charge that our methods, 
which they claim are illegal, enable us to undersell and hurt 
our competitors. 

They say that this will not close a single A & P store, 
when they know perfectly well that there will not be such 
a thing as an A & P store, as you know it, left. 

They say that this suit will lower food prices instead of 
raising them, when any high-school economic student, or 
any housewife could tell them differently. 

They say this suit is not punitive, but they have to say 
that because otherwise their case would be thrown out of 
court. 

They say the suit is simply designed to enjoin the company 
from continuing illegal practices; and yet they asked the 
court not only to enjoin us, but to destroy us. 

While they protest constantly that they have no money to 
buy advertising like A & P does, they have other very effec- 
tive means. Any statements they make become news. They 
have ready access to radio and other speaking engagements. 
They have a great army of volunteer helpers in the enemies 
of the chains. You have seen some of the ads taken by small 
businessmen’s associations attacking A & P’s position. Mr. 
Patman inserts remarks in the Congressional Record each 
week, and then has about 50,000 copies of them sent out, 
postage free, to leaders throughout the country. 

All of these things are the things we have to cope with in 
our effort to make the public understand that this attack on 
A & P is not necessary; is not justified and will have a pro- 
found effect on the nation’s economic policy. 

The fight is going to be a long one. The case will prob- 
ably not come to trial for six months, or perhaps even a 
year. Then, the anti-trust lawyers must prove that the 
alleged practices have continued and that the relief they ask 
is necessary. We can reasonably expect that it will take two 
or three years to progress through the Supreme Court. We 
are hopeful that in the end it will be in our favor. We are 
hopeful that this company, which has been built over a 
period of 90 years, and has rendered such a great public 
service, will be permitted to continue in business. 

We are hopeful that the principles of efficient mass dis- 
tribution, which were pioneered by A & P and which have 
been so effectively developed by all the chains, will be vin- 
dicated. 

We are hopeful, too, that somehow out of this will come 
a clarification of the anti-trust laws, so that they will be 
used to preserve competition but will not be used to destroy 
all of the great business organizations of this country, which 
have done so much to give the American people the highest 
standard of living ever enjoyed by any people anywhere in 
the history of the world. 
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